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ABSTRACT

DOES THE ARMY NEED TO BETTER DEFINE MISSIONS IN TERMS OF
RESOQURCES TQ MORE EFFECTIVELY MANAGE IN A RESOURCE
CONSTRAINED ENVIRONMENT?

This thesis asserts the Army does not define missions in
terms of resources consumed, in sufficient detail tc a=csiest
decision—-making. This is primarily the result of the current
budget structure which restricts resource classification to

broad functiaonal catagories. These broad catagories have
little or no meaning at the lower echelons of the Army where
tough resource decisions are wusually made. Reaching

decisions, without relevant information being presented in an
understandable and usable format, almost insures .suboptimal
results. Unless the Army can better discipline the resource
management process, it runs the risk of compromising the
modernization and readiness gains made possible by the
liberal approprxat1ons of the Reagan era.-

e ———— . ™

C"The thesis 1nvestxgates the rat1onal and traditional schools

of budgeting in order to examine how the practice of
budgeting evolved and some of the realities of the budget

process. The study gains valuable insight by ceomparing the
two schools and attempting to determine which school has the
greatest application for today’'s Army. A useful by-product

of of this examination and comparison is that it tends to
explain how the Army’s present resource management pbilosophy
and supporting systems developed. The results of the
examination and caomparison then la;\\he foundation for a

resource information model which defines missions in
sufficient detail to facilitate resource decision—-making.
Lastly, the thesis proposes a procedural framework at the
installation level on how the model might be employed to
improve resource decision—-making. J

The study concludes with some pre—conditions which must be
met in order for the model to be implememnted and used
successfully. These pre-conditions describe the mind-set
which senior leaders must have to insure the full power of
the model is brought to bear on the problem of resource
allocation.
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CHAFPTER 1
INTRODUCTION
I. Introduction - The Environment.
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Today's Army has enjoyed the fruits of a sustained
military buildup, vyet, this same Army faces an uncertain
future. During the first term of President Reagan =
Administration, we have witnessed unprecedented peacetime
military expenditures. Between fiscal years (FY) 1981 and
1982, defense budget authority increased at an annual rate of
over 7.9 percent in constant dollars. Although the rate of
increase was not quite so torrid in FYs 83 through 85, the
rate of increase still averaged in excess of 3 percent per
year. The U. 8. military had not seen increases of this
magnitude since the late 19260s during the Yietnam b\.\ildup.1

The increases came to a halt in FY 86. For the first
time since 1978, defense spending fell in real terms. This
decline was in response to the Balanced Budget Act (Eramm-—
Rudman) which set targets for the natiomal budget deficit.
Due to the failure of the Fresident and Congress to  reach
agreement over the budget, across—the—-board cuts were
triggered to meet these targets in the fall of 19845, The

Army had to absorb a cut in current dollars of approximately

$1.8 billion over the remaining nine monthe of FY 86. This
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was demanding for an Army which had not known resource

L
\
LS
L

constraints since the late 1970s.
FY 87 brought a brief respite due to a Congress and

Administration determined to find enough "wires and mirrors"

. - — —_—

to come in under the Gramm-Fudman targets. This they

accomplished and the result was the Army achieved minimal

‘- o -

real growth in FY 87 and the deficit, meanwhile, ballooned.

The biennial budget of FYs 88 and 89 was submitted to
Congress in January 1987 calling a&again for a spending

increase 1in real terms. Altheugh this budget was hailed by

PPN

Congresional leaders as “dead on arrival,” a small increase
k in terms of real spending was expected.

This budget, as in times past, ground it 's way through
the Congressional process with the expectation the Department
3 of Deftense (DOD) would operate under a continuing resolution
’ until an appropriations act could be passed. Then came

October 19, 1987, when the Dow-Jones Industrial Average fell
K in excess of SO0 points in a single day. This one—-day drop
)
i amounted to a loss of value of over 20 percent for all stocks
' traded on the New York Staock Exchange— the loses were
X measured in the hundreds of billizcns of dollars. ThHis event
sent shock waves through the financial markets, the business
community, and government.

One of the immediate causes cited f or this

catastropbhic loss on Wall Street was a U. S. budget deficit
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out of control. This immediatley led to a Fresidential- v
Congressional summit in which leaders hammered out an v
agreement to reduce the budget deficit,. The eventual NN
agreement announced November 20, 1987, outlined reductions in
the FY 88 budget of $30.0 billion and $46.0 billion in the FY OO
89 budget. For DOD, this agreement called for reductions of
#5.0 billion in FY 88 and $23.5 billion in FY 8%. Fercentage

wise, these amount to respective cuts of 1.6 percent and 7.3

2

percent in FYs 88 and 89.

II. The Problem.

Based on this scenario, the Army was told to cut #9

billion from it's FY 89 request. This amounts to a 10.%

percent reduction from the anticipated FY 89 budget of $82.6

billion. A cut of this magnitude will require more than
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"trimming the fat" or "belt tightening.”" It will require

x
Ly

cancelling missions and controlling the Army’'s ever present

LA
ek
-tn]

appetite to do more. The follow—on question then kecomes,

N
:“1" ? [}

Lo o

can the Army decide which missions must be performed and

s
S

(A4
b3

S

which can be deferred or cancelled? I believe the Army will

N
S5

‘9

have a difficult time with such a decision. For one thing,

i
A
NS

1L

today’'s Army does not have a philosophy or methodolagy faor

A

.‘..4" .
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LY

dealing with deep cuts to it’s budget. I base this on the
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fact the Army does not have the capability to inform
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decision—-makers on mission priority or mission cost except in
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the very broadest sense. For example, The Army knows how
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much 1t costs to operate the Training and Doctrine Command

(TRADODC) . Within TRADOC, the Army can determine how much 1t "
costs to operate Fort McClellan, Alabama. It can even tell !}
how much Fort McClellan spends on base operations and how ET
much the post spends on mission operations. However, this :J
level is about as low as the Army can look without running »
into fundamental problems which prevent further examination. ?;
E Serious budget cutting will require examining the Army’s : Lé
é programs in more detail than is currently possible. Q
; I maintain the Army is not capable of determining how $
: ]
much, in terms of resources, the individual missions at it's .é
posts, camps, and stations consume. The Army Mamagement oy
i Structure (AMS), as well as, the Management Decision Fackage :ﬁ
’ (MDEP) are both too broad to lend any assistance in defining Q%
missions at the MACOM ar installation level.4 For example, ??

s,
! TRADOC sends Fort Bliss $12 million in an AMS account known

as General Skills Training. This account is also an MDEF, e
meaning the AMS account and MDEP are the same in this case. .
by
. Fertinent questions in a resource constrained environment o
‘ might include: "Do we know what micssions Fort Bliss perforins :,
with the funding from this account?” or "I1f cuts must he L
p -4
spread among the TRADOC installations how much do you take in t’
fos
this account from one installation relative to another?" i!
{ Unfortunately, we have no answers to these gquestions at the &
h o
: present time because the Army’'s resource management systems i
¢
are not managerially oriented. ;
iy
b
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III. Possible Options. A
¢
Without visability of mission priority and cost at a ?7:
l'g'l'.
\
more detailed level than now available, the Army will have to :%&
e
|'| (|
respond to budget cuts in a supoptimal manner. This iy
"suboptimal manner"” could manifest itself in a wvariety of Ry
s,
Y
ways. Helow are highlighted what I believe would be the most &:*
X0
Y
likely ways the Army’'s leadership would respond to budget vl
cuts if an established methodology is not present. iﬁ?
X
"
1. Headquarters, Department of the Army (HRDA) could é
Jetetiby
just pass an across—-the—-board cut (better known as the ,ﬂ“
"salami slice”) to the Major Commands (MACOM). There are .f:
A
¢!
several advantages to this method. For one thing, the MACOM J?ﬁ
(]
"
commanders have to determine what missions not to do {(or not ﬂﬂﬁ
do well) instead of the DA staff. Since the cut had nro g%g
o
associated workload reduction, the DA staff puts itself in }?
Q
&
the position of passing judgement on the MACOM reductions 5&'
without having to do the work. oﬁﬁ
2
2. Because HODA does have visibility of "newstarts," sgh
&
ot
which were brought on-line in recent years, they could cut Aw'
@
the MACOMs for the amount of newstarts and tell the MACOMs to s
!
cancel the mission. When this type of cut is used, *the ﬁh:
Rty
automatic assumption is the newstart which gets cut has a gh“
lower priority than some mission which is buried in the ﬁ%ﬁ
] AL,
"core" and has no visibility. :::
Y
AT
R The Army may decide to deactivate a division or ),
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installation and take the cut in one fell swoop. This i
analagous to the fat man who, 1in order to lose weight, cuts
his arm off.
Iv. The Thesis.

It is inevitable the Army will use one of these
techniques or combinations thereof, if it cannot 1look at
missions more discretely than it can now. Bome will argue

that the above methods are the best
and even desirable.
It's

from the above options will be pol

easy to see that meost ot the

under the circumstarces

decisions derived

itical in natwuw 2. Some

rationality may enter in but the crux of the decision will he

political. Political decisions

analytical information and in fact

absence as it decreases conflict.

do not need a lot of

are facilitated by it =

Rational decisions on the

other hand need analysis. If the Army decides to pursue a
rational approach to budget cuts, it ioust have more
information on the resources it ’'s misgionse Cconsumes .

The question then becomes: In light of the current
budget environment, deoes the Army need to define it'es
missions more precisely in terms of resouwwces? Linder
political decision-making the answer to this gquestion would
be no. Advocates of this school may also point out that

dismantling

the organization we now have would make mission

definition more broad, thus easing decision-making even more.
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Conversely, under a rational decision—making approach, the
answer would be yes. The central purpose of this thesis is
to answer this basic gquestion and then, depending on the
answer , present a plan the Army can use to facilitate it's

decision-making.

V. Budget Basics.

In order to answer the thesis question and then
present a plan for implementation, I believe it necessary to
first lay a foundation in the reader ‘s mind. This foundation
will enable the reader to understand the terms used
throughout the thesis and more fully comprehend the later
chapters. In this regard, I will present a series of
questions, answers and topics, which will give the reader an
appreciation for the basics of the budget business.

The first question we might look at is what is a
budget? The answer to this question is not simple and has
many ramifications. In a very basic sense, a budget is a
document which refers to an organization’'s sources of funds,
expenditures, activities, and goals. It is prospective in

6

nature, meaning it looks to the future. In the governmental

setting a budget will contain an estimate of expenditures to

-

z

be made by the agency during the upcoming fiscal year.
However, the budget is more than a document. It is a
sequential process. The process starts with an objective

followed by a plan, an authorization of means, and actual

s CONSONCIWNG (] ! ’ " "R " ; g~ (l
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operations. Each step requires prediction and foresight,
based upon intelligence and experience about things planned
for. The entire process is based on objective perception of
information.8

Of particular interest, is the close relaticonship
budgeting has with planning. Budgeting is the application of
"double—entry bookeeping,” if vyou will, to the planning
process. Budgeting represents the other side of the ledger,in
that, what is to be done must be compared to what it costs.
Budgeting forces reality on the programming process by
comparing alternatives with resources available.

It follows then, that a budget process is also a
decision—making process. Decisions are made throughout the
organization as to what should or should not be included in
the budget. The ideal budget process insures the decisions
are made at the appropriate level in the organization. I¥
this admonition is followed, then the budget tends to take on
a certain character all of it's own. As the budget
information move; up the organization, 1t becomes less
specific and more comprehensive in nature. This in turn
supports the more "strategic" or generalized decisions which
must be made at these higher levels- the reverse 1is also
true. As vyou go down in the organization, the information
becomes more specific in order to support Toperational®

9
decisions.
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Over time, as budgets became more sophisticated and

important, they tended to exert greater influence on
management. This influence has been accorded the status of
Ydoctrine" and some well derined principles have been
established. Knowledge of these principles is necessarvy for

a complete definition of budgeting. The principles presented
below represent a synthesis of the most prominent budget
doctrines.

1. Officials must be held responsible for the
performance of their organization and the rescuces utilized
in that performance.

2. Authority and responsibility must be delegated
to the operating echelon where activities are perfaormed and
resources are consumed.

Se Officials held responsible for organizational
performance should have a say in the planning and resource
estimation of their organizations.

4. Operating officials should derive their
responsibility and authority from one and only one higher
unit.

S. Budget responsibility should be merged with
program responsibility at every echelon and not follow
seperate unrelated channels.lu

6. Methods and criteria should be established and

utilized +to hold aoperating oufficials accountable for results

in relation to costs.

e
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7. Each official exercising responsibility should
be made to have a stake in and an incentive for exercising
his responsibilities in an effective and efficient manner.11

A second question needing to be answered is what is &
budget’'s purpose. The purpose of a budget is to finance an
existing organization in order that it may carry out it’'s
assigned mission. In order to accomplish it’'s purpose the
budget presents the financial facts to the decision—-makers.
The decision—-makers, in turn, insure the policy they
prescribe bZ means of the budget is within established
parameters.l&

The purpose of a budget is also to communicate
information throughout the organization. This communication
should insure decisions are made at the apprpriate level and

1=

that those decisions are properly carried ocut.

We have skirted the issue previously, but we need teo

il
ifi
i
i

elaborate on the functions of a budget. At the most b

level, budgets can be said to perform three functions.

1. Budgets are descriptions of the status of the
organization. The budget document may describe what the
organization consumes, what it does, and what it

accomplishes,
2- Budgets explain causal relationships. The

expediture of a sum of money for labar and materials, which

will be combined +to form work, gives rise to expected
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accomplishment of some results. v:‘
3. Budgets are statements of preference. Whether ‘..:

intended or not, the eventual distribution of resources has .:":.‘:
much to say about the preferences of those doing the :éi%:‘:
distributing. H ‘:“:%:
Finally, 1 believe we need to look at the dynamics of ,':'o:;

the budgeting process. Every budgeting system will be 5:235;
different but the two areas I wish to discuss seem to be 0::.::'
universal. 'Z,
First, current budget practices seem to be more :::-
oriented on "bookeeping” rather than on the planning and ':::
programming process. "Budgeteers”" spend most of their time »,
on projecting the current into the future. Although past ::;EEEE
budgets certainly provide a base to build on, +the automatic 3$
assumption that last year 's budget is the start-point +for
this year’'s budget seems a bit unsophisticated. ::::%
How does this dynamic appear in the Army setting? One ~‘i

way 1is the automatic assumption that the current number of ’:Et
authorized civilians in the wark force this vear becomes the ‘:':gii
budget requirement for next year. Another example is the way ."N
the budget is formulated every vear at Headquarters, TRADOC. ‘E
Each year the "recurring base" is rolled forward im :“:EEEE:
preparation for the next year s budget formulation. In times :'3::‘
past, this ‘"recurring base" has amounted to as much as 87 ':.\;t:
percent of the previcus year's final budget. Once certain 'gE
S

known requirements were added in (eg. dollars provided to \.
y i

e,

%
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train a certain number of soldiers), this "base" amounted to

95 percent of the final budget. The argument could be made
that TRADOC employs a large number of professional civilians
and military to manage 5 percent of the budget each vyear.
Another dynamic, which was hintes at earlier is the

issue that the budget is a statement of preference. The
bottom 1line here is the most "advantageous use of funds” is
usually resolved as a matter of value preferences between
=

competing entities —--—- none of which have a common base.ld
This is no easy task. For example, how do you decide whether

to buy more M-1 tanks or plus—-up your base operations support

throughout the Army?

One final dynamic is that vyou rarely have the
opportunity to start aover in the budget process. The time
pressures are too great. More often, actions are taken to

accelerate, decelerate, or change the direction of programs
and movements. We will find later that this type of behavior
leads to a distorted budget document over time, that mav in
tfact, bear no resemblance to actual operatimns.lé

My purpose in these past paragraphs has been to shed
light on some of the aspects of budgeting and the budget
process. The stated thesis of this paper is to determine

whether the Army needs to do a better job in defining it s

missions in terms of resources. I vou hold to what has come

to be known as the traditional school vou will answer no.




:
If, on the other hand, vou hold to the school of rationality, .ﬁ
you will answer yes. .3
The next chapter will examine the literature in more iﬁ
detail and expose you to these schools of thought in greater :i
depth. I believe examining these twe schools will be of g&
great wvalue in answering the thesis question. Of particular §
:
importance is the fact that the rational school was born cut ;
of a reform movement, while the traditional school observed .i‘
the actual budget process and then formulated strategies g&
based on these observations. You are sure to recognize &E
elements of both schools in our budget process today. :ﬁ
The problems I have tried to highlight in this
introductory chapter are not new. They are not new to the ' '%.
Army and they are not new to other organizations. The Army = fﬁ
primary problem is the vastness of it’'s organization. A rs
budget in excess of $80 billion presents problems not found ;g
in organizations of smaller scope. =%:
The consequences of not managing our resources 'q
efficiently and effectively directly impacts on the readiness f?
and combat capability of the Army. OFf primary note regarding ;f
today’'s Army, has been the great strides made in the study of ?T
]
leadership, operational level of war, and strategy. We have f.
developed the Airland Battle Doctrine to be used as the :
blueprint for fighting our next war. These developments are '3
dynamic and extremely important to the vitality of our Army. A
Today's Army has momentum and spirit which keep it on the :f
W
o
:.A;
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cutting edge of preparedness. In spite of all this, 1+ we “ﬁ,
fail +to have a method for seperating "the wheat from the
chaff” in the coming budget cuts we may not be able to M*
capitalize on all this hard work. gt
The review of the literature in Chapter 2 is straight v
forward and the follow-on chapters will present the actual =
"nuts and bolts”" of answering the thesis question. I+
implemented, I believe the solution offered will help in L
setting the priorities of the Army, which will allow it to
maintain the greatest level of readiness and combat

capability with the resources provided.

14 Aé
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CHAPTER 2

REVIEW OF THE LITERATURE

A. Introduction.

A review of the literature reveals two major schools

of thought 1in regards to budgeting. The first schocl of
thought is normative in nature and proposes ideals by which a
budget may be developed. Most of these ideals revolve around
establishing some method by which you articulate what vou
want ta do and then attach resources to these wants. The
other school of thought maintains that budgeting is a process
of making comparisons of different programs, which have
differing values for different people.1 Because of this,
budgeting is held to be a political process. Thus, changes
cannot be made to the budget process without affecting hthe
political process -—- something not likely to happen. The
follow-on corollary to this position is normative ar
prescriptive models and methods are useless because they fail
to take into account the political nature of budgeting.

This chapter will concentrate on investigating the

basics of of these two schools of thought. (For ease of

17
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writing, one will be refered to as the rational school and
the other the traditional school.) Although the traditional
school focuses attention at the national level, those
familiar with Army budgeting will recognize many of these
same characteristics as being present in the Army budget
process. This being the case, the traditional school, with
it’'s preference for line-item budgeting, will be considered
in this paper as having merit for consideration by the Army
as a possible budget strategy.

At the end of the chapter, conclusions will be
presented concerning the applicability of both schools of
thought to the Army budget process. Based on these
conclusions, & determination will be made as to which school
of thought (or combination) has the most application to
future Army budgets. This choice will then become the
foundation for successive chapters whi- will take this
choice and formulate =soclutions to current Army budgetary
problems.

B.

Budgeting, as we know it today, is a fairly recent
phenomenon peculiar to this century. Frigr to the 1900s the
national budget was little more than a compilation of piesce-
meal appropriations which went before Congress. The complete
lack of information on the municipal side of the house leads
to the conclusion that the city governments acted i1n much the

same fashion. The most probable reason for this "non-

13
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emphasis" was the fact the budget expenditures of the
federal, state, and 1local governments were so small they
failed to spur any real development in budget innovation.;

In the early years of the American Republic, the
national budget reflected the issue of the day, which was
raising enough revenue to pay interest on the federal debt
incurred as a result of the Revolution and the assumption of
state debt. The early presidencies saw no need for the
federal government to become involved in "public works" and
as a matter of fact saw governmental involvement, such as

road and canal construction, as unconstitutional. Repaying

the debt was paramount and maintaining a surplus in the

R

accounts was deemed appropriate and healthy. This being the
case, it is easy to wnderstand why the budget document itself
was fairly simple and given to line items.

This mentality of repaying the debt and running
surpluses almost reached the heights of religion during the
19th century. Classical economists of the day felt that a
nation which matched revenues with expenditures, and fShus
assumed no debt, would be more frugal and thrifty than a

4

nation which relied on deficit financing. This lead to

governmental officials and lawmakers viewing the nation’'s

budget in strict financial terms. By this I mean, they
looked only at money costs. No emphasis was placed on
program or organizational effectiveness. This meant all




federal expenditures were treated as financial costs and
should thus be held to a minimum.u This type of emphasis
dictated a consistent line item type budget document where
increases over the previous year and "efficiency" could be
clearly seen in sterile financial terms.

Deficit finmancing was most prominent during periods of
war. Feriods directly after the war were then spent on
repavying the debt. The $2 billion deficit caused by the
Civil War and the corruption in Secretary Cameron’'s War
Department did prompt Lincoln to question whether the
budgetary methods they were then employing were effective and
whether a better budgeting system was needed. However,
nothing much came of his concerns.6

In the early 12008, muncipalities experimented with
budgetary reform. Most of this occurred in New York City and
concerned functionalizing the City budget. The City +found
however, that in their zeal to functionalize the budget, they
lost control over expenditures and thus, had to revert back
to an object class type budget with primary emphasis being on
control and prevention of malfeasance./

The previous discussions are not meant to paint &
picture of complete complacence on the part of those involved
in the budgetary process. The Industrial Revolution had come
to America in the late 18th century and by the late 17th

century modern management practices, such as the scientific

management movement, were beginning to be seen in American

20
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business enterprises. 0Over time this industrial revolution ﬂmt
also brought forth new social forces which made their impact .?i
on the American gaovernment by demanding more diverse and ’%g

)
specialized governmental programs. The experimentation &%

. conducted by the state and local 81evels provided the :;i
laboratory for federal initiatives. In the early 1900s ﬁg
these new forces reached a state which demanded attention and ég’

0,
in 1912 President Taft appointed a Commission on Economy and -!

'

Efficiency to examine the Federal government. This %ﬁt
commission determined the current budgetary system needed to 'iﬁ
be revamped. In 1914 the estimates were presented in a ﬁw
4

format to show Congress what the new budget might look 1like. f%g
Congress resented the move and the Appropriations Committee ijﬁ
of the House of Representatives failed to consider the 1&;
report.9 This episode where Congress discouraged budgetary zgf
innovation would occur again and again in later vyears and ‘gg
even continues today. ‘dv
OGS

World War I and the resulting $25 billion deficit 2&;
finally brought about the need for action and on June 1O, ﬁg
it

1921 President Harding signed inte law the EBRudget and ‘é%
Accounting Act. This new Act required the Fresident on an g@
annual basis to prepare and submit to Congress a budget. 3§§
This budget was to provide: fik

1. a statement on the condition of the Treasury,

2. revenues and expenditures of the previous )
L)
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fiscal year,

3. estimates for the current fiscal year,

4., the President’'s program for the upcoming vyear,
and the establishment of the Bureau of the Budget. For the
first time since the founding of the Republic, budget
preparation and presentation rested in the hands of the
executive.lo

The budgets of the 1?220's and Z0°'s still reflected the

"line item mentality” even though the forces faor Dbudget

reform were beginning to heat up. The Great Depression,
President Roosevelt’'s public works projects, and kKeynesian
economic reforms combined to form a new economic rationale
which stated deficits were appropriate even in peacetime.
The actual expenditures for the federal government in 1939
and 1940 were both about #9 billion and the deficit in both
years was approximately $4 billion.11 These and later large
national budgets combined with large deficits provided the
emphasis in later vyears for performance budgeting. The
premise was held that somehow the national government needed
to maintain control over the huge increases in revenues and
expenditures that had come into being in the recent past.lg
In 1940, V. 0. key wrote a searching article about the
state of the art of budgeting, "The Lack of a Budgetary

Theory." This article summed up the central guestion of

budgeting, "On what basis shall it be decided to allocate X

dollars to activity A instead of activity BE?" This article

Ll

2



helped shape the impetus of the late 19240°'s and S0°'s on

4
-

performance budgeting.

Uncharacteristic of major wars, World War II, in and
of itself, failed to bring about any real impact on budget
reform. However, the war effort did cause theories and
certain applications to be developed which had an impact in
later years, especially on the planning, programming, and
budgeting system (PPES) of the 1960°'s. The primary reason
for continued apathy toward budget reform was the fact
dollars were treated by the federal government as an
unconstrained resource for the duration of the war. Manpower
and materiel were the rescources needing intensive managment.
More specifically:

1. After Pearl Harbor, The budget was a fairly
mechanical process of translating a fived military size and

organizational structure into a dollar estimate.

2. The appropriation structure demanded by
Congress continued to reflect object classificationslq, thus
causing the budget process to focus on  breaking down
functions into the oaobject classes. These object class

budgets were then passed by the Congress in a perfunctory
manner. As no one was challenging their estimates, no one
really felt reform was needed.

-

A Certain personalities of the time discouraged

innovation. General Somerville, Chief of the Army Service
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Forces, asked bhis budget affice to explore the idea of an
Army Service Force budget estimate which could be used for
both internal management, as well as, appropriation
purposes. His budget office was informed by the War
Department budget office that the House Appropriations
Committee would be hostile to the idea and it should thus be
dropped.ld
Thus, the war with it’'s huge increase in spending failed to
provide any real catalyst for budget reform.

In the late 17940°'s the Commission on Organization of
the Executive Branch was established and chaired by former
FPresident Hoover. The Commission soon became known thoughout

the federal government as the Hoover Commission. Frobably no

other recommendation of this commission had more far—-reaching

16
effect than the one concerning performance budgeting. This
was the number one recomendation in the "Budgeting and
Accounting” subsection of the report. In addition, the

performance budgeting theme was found throughout the report
where recommendations were made for individual Jdepartmentz.
The Commission’'s report led the Congress to make performance
budgeting mandatory for the Department of Defense in 1@4?.1i
Throughout the 1950 's  performance budgeting WEE the

touchstone for the budget reform movement.

In the late 179830's and early 60°'s, Aarcon Wildavshky

took issue with VY. 0. Key’'s normative theory of budgeting and




with the budget reform movement. Wildavsky maintained that s&g
Key's theory of making the optimal allocation between 33
activities A and B was impossible to fulfill. Wildavsky é’:
based his conclusion on the fact that the budget process was ﬁg%
a political process and in order to change the budget process &i«
you would, in effect, have to change the political process ;?}
-—— something not likely to happen. This theory has had a ﬁéé
RV ¢
substantial impact on the budget arema and continues to cause ﬁ:&
those in the reform movement to question their actions when 3&;
achievements are less than expected.18 Eﬁ&i
Along with Wildavsky’'s theory, the early 1260°'s saw ‘ﬁgf
the emergence and combination of several gquantitative and ggﬁ
analytical applications which would form the core of the ;ﬁg
planning, programming, and budgeting system (FFPES). Then :ﬁﬁ
Secretary of Defense McNamara, a former executive of Ford 'E§
Motor Company, saw the possibilities for such a system in the ,%ﬁ
large, bureaucratic, and in his opinion, archaic Department ﬁﬁﬁ
of Defense. Secretary McNamara felt PFBS would allaow the ;WE
department +to get a firmer grasp on weapon acquisition as .:ﬁ§
well as gain a better perspective on alternative strateqies. f Qﬁ
) The result of his efforts was that in the summer of 1965 ‘.::
Fresident Johnson ordered all departments and most agercies '?hﬁ
of the U. S. Government to submit their upcoming plans g::
accurding to PPES.
FFBS brought nothing revolutionary into the budget
arena, but rather, formalized and integrated several
25
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procedures and applications which had been arocund for quite
some time. Some even argued that FPES was nothing more than
common sense. Rasically, FPPBS sought:

1. to define clearly the major objectives

(programs) an agency sought to pursue,

2. to apply systematic analysis to alternative
ways 1in  which these aobjectives were being - or might be -
sought., and

3. to plan their spending in the short as well as

19
long term.

PFES taught the bureaucracies to think in terms of
programs rather than line items. This, in turn, tended to
eliminate two useless "budget art-forms" of the period known
as "absolutes.” More specifically, these "absolutes" were

1. what fixed amount of money to spend noc matter
what the goals, and

2. what tixed objectives to achieve no matter what
the cost.

In addition, PFES caused the bureaucracies to be aware of the
objectives they sought. By applying systems and caost-benefit
analysis, the agencies were able to increase the
possibilities of making rational choices between alternative

20

means.‘- Finally, i1f FFES could not prevent the irrational

or politically expedient decision from being made, it could

at least raise the decision making to more responsible
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levels. It achieved this by focusing on key elements of the
problem and by increasing the awareness of all concerned
regarding the conditions and the possible consequences of
their choices. In essence, PFES made the cost of poor
decision making more expensive; those with the most to lose
would be afraid to allow subordinates to act and would make
the irrational or politically expedient decicsions themselves.

Although the totality of FFBS did not remain in the
federal government, many of it’'s vestiges are still with us.
In addition, PPBS is still used by the Department of Defense
in formulating it’'s budgets. FFES, by far, has had the most
impact on the application of rationality to the budget
process.

President Carter 's election in 1976 arought into the
federal government a new budget reform known as tero-based
budgeting (ZEBR). Like PPBS, ZBE was not a startling
discovery but rather a new way of packaging a set of rational
criteria for formulating a budget. It was developed in
private industry and later implemented in the public sector
by the State of Georgia under the admistration of then
Governor Carter.

ZER implies constructing a budget without any

reference to the past, meaning the base is not considered.

ZBE is grounded on a fundamental reappraisal of the

organization, activity, or program purpose, methods and
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resources. ZBB was discontinued in the federal government in
1981 as it was not felt to be appropriate for the federal
process.

Budget reform continues today. The most notable
reform being carried out today is the Department of Defense
bi-ennial budget for fiscal years 1988 and 1989. This shift
to a two year budget will permit:

1. greater stability in providing resources for
defense efforts,

2. more effective ordering and production of
military equipment, and

3. better program planning and execution.
Bi-ennial budgeting will also provide more stability at the
operational level where installation and activity commanders
and program managers turn budget decisions into action. It
will allow more time to evaluate the results of current and
prior year execution. In sum, a bi-ennial budget will free
program managers to spend more time and effort ensuring that
funds are spent effectively and ef’fici@ntly.";1

This short discussion on the evolution of the current
bucgetary process is not meant to be an erxhaustive
compilation of budgetary history but rather te give those
concerned with budget reform some orientation on how the
budget environment of today came about. The next two

sections of this chapter will examine in detail the rational

and traditional schools and what they propose in the way of
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budgetary efficiency.

C. Rational School.

As it’'s name implies, this school of thought attempts
to prescribe methods and models which allow logical thought
and well-reasoned deductions to be an integral part of the
budgetary process. In most cases, rational methods and
models when applied to the budget process, integrate with
other planning and management systems in order to:

1. diagnose a specific need,

2., determine the most promising solution to that
need,

3. translate the solution into a specific program
by applving needed resources, and

4. prioritize the program in relation to other
programs i1f resources are constrained.

The budget process does not generate or create needs
but rather provides a way whereby those issues can be brought
to the attention of those who have a stake in the outcome.
In theory, the rational budget should be fully resourced
because it has presented an optimal solution to the needs of
the organization. The problem, of caourse, is that resources
are rarely unconstrained and programs must be prioritized
with some +falling below the "cut line."” All of the
different models and methods of the rational school attempt,

in one form or another, to objectively quantify the utility

29



of different programs in order to ease the burden of choice.

nam
a—

1. FPerformance and Prodgram Budgeting

Ferformance budgeting is the foundation of budget
reform. All of the past and presumably the future reforms
will incorporate the tenets of performance budgeting in one
way or another.

For the reform community, performance budgeting
promotes better management and enhanced efficiency. It
accomplishes these goals by establishing marnagement ‘s
right and responsibility to ascertain how much work iz being
accomplished, at what cost, and for what results - as
measured against specified performance standards. These

ideas came to the forefront in the Report of the Hoover
2=

Commission in the late 1940°'s.

In essence, pertormance budgeting incorporates

proposals of things to be done and their associated costs.
24

not of things to be bought and their costs. Thus, the main

theme of performance budgeting is centered on accomplishment
of purpose rather than the classification of propassd
expenditures. E purpose we mean a function, eg. city fire

protection as c posed to a group of separately identified

object classifications, such as, pay, travel, supplies,
e

t=31:t:._hJ However, performance budgeting is more than Just

grouping object classes by functions. Ferformance budgeting

also
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Aa. associates objectives with purposes for which

funds are being allocated,

b. evamines costs of programs and activities
established to meet those objectives, and

c. identifies and analyzes guantitative data
measuring work performed and accomplishments.
All of these characteristics are directed toward better
decision making.ib

As with most any system, problems are associated with

performance budgeting. The primary problem is delineating

functions, activities, or projects within an agency and

defining them by assigning applicable resources. Al though
this appears quite simple and straight <forward, some
functions will cross organization boundaries and some

organizations will be invelved in more than one function.
How then do vou design vour performance budget: by
organization (cost center) or function? Unless an
arganization has a saophisticated cost accounting and fund
control system, it may be forced to budget for functions,
activities, or projects which are not “"clean breaks."” Thi=s
problem of definition is difficult and wvery prevalent
throughout organizations which employ performance budgeting.
One approach to sclving this problem is to apply the
following criteria:

a. does the detfinition improve the review and

decision process, and

31
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b. does the definition facilitate eftective
internal administration.g7
h Finally, performance budgeting reguires the
identification of performance indicators. These performance

indicators usually take the form of unit of work costs. Mow

for some agencies, unit of work costs are hard, if not

;; impossible to identify. For example, the performance
j indicator faor a nation’'s Army may be developing new ways to
K fight rather than some statistical wnit of work cost.
: Nonetheless, measuring output does have to be addressed in
? any performance budgeting a;:\plice\tin:m.‘;B

g This problem of work measurement and it’'s solution is
. not just peculiar to governmental agencies. A solution manv

organizations have tried is to define the work measurement
Criteria before they take on a new mission or activity. For

example, Pillsbury developed a method for enhancing ctrateqgic

j investment decision making. Before any "strategic investing"
v; ig conducted they perform a detailed analveis, which, 1in
: addition to many other things, develops an “absolute
: vardstick" for measuring the success of the project. This
f "vardstick" allows them to know what success leooks like when

they get there and how they are going to measure it. The
5 crucial point here is the company requires all this to bhbe

spelled out BEFORE they commit the resources to the
29
project.

Ferformance budgeting has many attributes which causze

\-
-
-
-
"
.
.

¥ I X r

RS P
e N v, ¢
e ity




R EAMA A SN

N R A oo R RN ERY T U WA AT Ty Bal T2 €20 Va0 SaB ut o ana dVa-t¥e BV2 40 ¥ R4

the organization to focus it’'s attention on the issues at
hand. i1t does not reduce conflict in an organization but
rather exacerbates it by bringing programs to the forefront
and causing policy decisions to be made. FPerformance
budgeting is widely practiced today and is highly praised by
many but it will not reduce governmental expenditures nor
will it guarantee funds will be spent effectively or
efficiently. Ferformance budgeting is only a tool and does

not replace responsible administration.

2. Flanning, Freogramming, and Budgeting System.

—— R e SIS0 SAFp .4 LY Y TR A d oS - LN

(FEES)

FFES was a natural outgrowth of the performance and

1

o

program budgets and their associated techniques. In a re
sense PPBS was another evolutionary stage in budgetary
development, FPBS is not a new system per se, but rather an
amalgamation of analytical techniques - some of which have
been around for quite some time and others which are new and
in their embryonic stages.

FFBS can probably best be described as a methedoloqgy
which attempts to bring order to chaos in larges
organizations. It's application to government was recodnized
and formally adopted by President Lyndon Johnson in 1765 as
the federal government’'s budgeting system. Fresident Johnson

zaw FFPEBS as the steering mechanism for his Great Society
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FPrograms. He saw the success of PFES in the DOD as evidence

of it's effectiveness and felt it could be épplied to the
3O
rest of the federal government.-. However, PFPBS came to be
seen as nothing more than a series of burdensome routines and
criticism from various gquarters began to mount. Except for
DOD, FPBS was abandoned by the federal government when the
Nixon Administration discontinued it’'s use in 1971.¢1 The
following paragraphs attempt to delve into the specifics a
bit more on PFBES and provide the reader with a greater
appreciation of it's reform value.

PFPBS was introduced into the Department of Defense by
Secretary Robert McNamara in 1961. When McNamara arrived as
Secretary in 1961, he was not impressed with the way the
organization was then handling it's stewardship
responsibilities. Flans were being formulated without
considering costs, alternatives were not being considered,
and each of the four services was submitting separate budgets
delineating individual priorities. MchMamara responded by
initiating an integrated DOD—-wide, plamnning program budgec
which allowed him to exercise control over the entire process
and make some budgetary choices of real conseqguence. This
effort became known as PPES.Qi

The real essence of FFES is it’'s marriage between the

program planning and budget processes. Without this uniaon,
planners can easily lose touch with reality by nat
=4
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considering the scarcity of resources and budgeteers can lose
sight of organizational abjectives by failing to consider the
contents of plans and programs. FPES is not a strictly
quantitatiQe process for replacing human judgement but rather
a spirit of looking at things in an analyticsl manner for the
express purpose of making a better decision.uo

FPBS is based on the introduction of three major
concepts into governemntal operations:

a. The development of an analytical capability to
examine, in depth, both agency objectives and various
programs to meet those objectives.

b. The formation of a five-year planning and
program process coupled with a sgophisticated management
information system.

c. The creation of an improved budget mechanism
which can take broad program decisions, translate them into
more refined decisions in a budgetary context, and present
the results for Fresidential and congressional action.

Ferhaps more than any other, the analytical capability
introduced by FPBS became the conerstone for it's future
development and eventual demise. This analytical capability
was embodied in what came to be known as cost—utility
analysis or it's more common expression cost-benefit
analysis. Cost-utility analysis had several characteristics
which 1lent itself well to DOD's needs and integrated well

with the other aspects of FPES. These characteristices are:

IR U UL .0_‘\.‘ (h, l."t_... hy .*‘ I '.‘.t‘., ,‘;hl\ .," ‘-l' ™ .4' .“ - e v- - O " TR TR T AT \‘J‘ .- WA C IR ARG .



. The systematic examination and comparison of
alternative courses of action that might be taken to achieve
specified objectives for some future time period. This
critical examination of  alternatives involves two
considerations:

(1) assessment of cost, and
(2) the utility (benefit or gain) pertaining
to each alternative being examined.

b. The time context is the future and because of
the time horizon, the environment is uncertain.

C. The context in which analysis takes place is
usually very broad and complex, meaning there are no simple
solutions.

d. Although quantitative methods should be used if
applicable, the overall analysis should be supplemented with
qualitative studies as well.

e, The usual focus is on research and development
and/or investment-type decisions.

f. Timeliness 1is important as analysis atter the
decision point is worthless.é4

The purpose of cost-utility analysis is not to dictate
a decision. Most long-range planning decision problems must
uwltimately be resolved primarily on the basis of intuition
and judgement. The main role of cost—utility analysis is to

sharpen this intuition and judgement - in practically no case
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is it cggsidered that cost-utility analysis will make the
det:isicm.‘_“J

The overiding value of cost-utility analysis to PFES
was in demonstrating the importance of making objective

analyses of actions which were, in essence, political

decisions. It tended to narrow the area in which political

-
-

forces could operate.

In summary, the main product of PPES is designed to be
a comprehensive multiyear program and financial plan for a
governmental agency, which can be updated periodically and
systematically. PPBS &allows decision—-makers to consider
choices which would maximize the benefits fﬁr a given cost or
canversely, minimize the cost for a stated benefit. Although
it's pre-eminence has faded, PFES is still found throughout
the budgetary environment. In many cases it retains it’'s
original structure but mostly vou see it as a hybrid between

FFBS and other budgetary methods.

3. Zero-Based Budgeting (ZEEH) .

The ZBER which came about in the mid 1970's was +irst
designed by Peter FPyhrr in the late 1260°'s for Texas
Instruments, Inc. His discription of the system appeared in
a 1970 issue of the Harvard Business Review and subsequent to
publication, Fyhrr was hired by then Governor Carter to
design and and implement a ZER system for the GState of
Georgia.

After his ipauvguration in 1977, Fresident Carter

37
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instituted ZRBRE as the standard budgeting system for the
federal government. His campaigh contentions were that he
could reduce governmental expenditures by 10 to 13 percent
due to more efficient and effective management brought about
by ZBB.&7 In fact, expenditures rose every vyear of the
Carter administration in both current and constant <:h:11a|~_=...;.8

ZBB implies constructing a budget without any

reference to previous budget cycles. This premise further

implies the reappraisal of organizational purpose, methodes,

and resources every fiscal year. This concept was alien to
the federal government whose budget was mainly an incremental
affair up to that time. By incremental we mean, a '"recurring
base” is "rolled" forward each year and serious analysis 1is
only conducted on the changes from the past budget document.
These changes are usually labeled as "new starts" and
specifically relate to new programs which are coming cn—-line
in the new fiscal year.gg

Some reflection will show that this "tweaking” on the
margin has some serious consequences. The most severe ot
these consequences is that all the programs in the base are
automatically considered more important thanm any of Lhe new
programs coming on-line. This means that any downward
adjustments to the budget will be at the expense of the new
programs as they are the only ones which have any visibility.

Although other budget reforms spoke of analysis bringing

RAS

A A A Y R e
‘ﬁm‘i&ﬁu@‘.m‘la\:ﬂ Y. ,&Y’ BRI -'.(': N



MU TR X WA N (M 1 MR AR AR YN DA N IR vy o 494 2 vagava¥ s fha 0 g ¢, D8 ot % Uat §aV yaC gav §ac fu® Flot ta" )“."'“
.l
2
‘of:'lf

_ @
MO
R
Sichs
R
about rational choices, they alwavs seemed to concentrate on ¢m$
8 ot
X

the new programs. ZBB was the tirst reform to attack the 3
o
budget as a whole and examine missions and functions across ‘}ﬁﬁ
(XX

oele!
the entire spectrum of government. w&@
sl

The rational school of thought has impacted on the —4
r.’l""*-

s
budget environment to a great deqree since about the turn of a&&
U5 =R
el
the century. The school is idealistic in nature and seeks to nkﬂz
NS

do the "right"” thing. It facilitates the decision—making @
p;a“;\
process by bringing pertinent points to the forefront so ‘&?s
"
decison—makers will be aware of the impact of their ?ﬁm
..h‘{l

decisions. By facilitating decision-making it should not be B
A O
. , OO
inferred that the rational school decreases the level of ﬁﬁ@
i

(R
conflict in the budgetary process; to the contrary it may ﬁﬁ%
Wt
i A Y}

increase conflict in the name of better decision—-making. We e
- SO
will find in the next section, when we examine the M%

W,

! H‘!c
traditional school, that conflict in the budgetary process is mb&
QOO
OO

seen as harmful and any action which contributes to conflict ¢
b
should be avoided. OO0
%tﬁ

L G,
D. Traditional School. Py
This school of thought takes a different view of the R, ¢
f>" d
budget process than does the rational school. The rational ;ﬁkf

N

[l St

school seeks to develop an ideal budget by applying criteria ;;h

@
to what ought to be in the budget. This school, on the fg;
\J

other hand, holds that the budget process is political in

nature and the words "ideal," “ought" and "criteria" do not g&\l
@
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Y
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have a place 1in the budget lexicon. This view was best
expressed by Aaron Mildavzky, the acknowledged father of this
school, in his article, "Folitical Implications of PBudget
Reform. "

"The budget is the life—~blood of the

government, the financial reflection of what the

government does or intends to do. A theory which

contains criteria for determining what ought to be

in the budget 1is nothing less than a theory

stating what the government ought to do."40
Here rests the premise of the school: Deciding what a
government ought to do is a political process and if rational
budget reform wants to declare what ought to be in the
budget, then it is attacking the wrong object; it should be
seeking to change the political process not the budget
process. Reflection on the part of those of vyou deeply
enmeshed in the budget process will reveal that this
statement has application at many levels of the budget
process and not just at the Congressional level.

The subcomponents of the traditional school are rather

simple 1in comparison with those of the rational school .
Unlike the ratiomal school, the traditional school has not
gone through a long evolutionary process. It came i1nto being
in the mid 1950°'s and early 1960°'s primarily as a result of
observations and perceptions on how the governmental
budgetary process operated. As such, the school and 1t’'s

theory are discriptive in nature and concentrate on human

relations and behavior more than anything else.

40
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The primary aspect of the schoaol describes fow

decision—-makers make choices 1n the budgetary environment.
All other aspects are, in one way or another, tied in with
this premise. Wildavsky makes the point that the biggest
problem with choices 1is making comparisons of different
programs, which have differing values for different people.
This means those operating in the budget environment do not
have common denominators-——they each see things in a
different 1light. A crucial guestion then, becomes whose
preferences prevail in disputes about which prograns are to
be carried on, especially in light of limited resources.41

In the political environment thie is not really that
hard to figure out, the most powerful Congressman will
obviously have his preferences prevail over other less
powerful Congressman. For instance, the decision to station
the newly farmed 10th Mountain Division at Fort Drum, NY as
opposed to a more rational choice of perhaps Fort Benning. G&
was probably a political decision. The decision might have
been aimed at influencing a powertul Congressman or groug of
Congressmen about the need for an additicnal division as well
as gaining additional funds for it’'s equipping and manrming.
The "litmus test" of most political decicsions i1s to see
whether a rational and prudent man would have made the
decision. If not, it was probably political in nature.

Of course, not all budgetary decisiaons are this

41
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sensatianal. Many are vyour "run of the mill" decisions. ‘ﬁ
important to some, but certainly not like the Fort Drum EF
issue. These "run of the mill" decisions are also very Eﬁ
numerous, perhaps in the hundreds of thousands. fﬁ
Recognizing that many different value systems operate in this 'ﬁ
environment and the need to assimilate huge masses of data, E
decision—-makers attempt to do whatever is necessary to limit ;g
the human activities necessary to make choices. Wildavshky ) é&
labels these human activities as ‘"calculations.” The :é
question then becomes, what do budget officials do to limit %;

their calculations? Wildavsky outlines four wavys: ¥

1. Officials make rough guesses on issues and gain s

experience in the process over time. They make modifications 'Q
to their decisions later if they can. ?b
2. Officials simplify the process by checking !
items, issues, and programs they are familiar with to see if '3
they appear correct. If they are, they assume the rest of %:
the request is correct. Likewise, i+ they +ind problems in 3:

oL

the programs familiar to them, they assume there ars problems

S22

A -4

elsewhere in the request as well. .

=. Officiale may "satisfice” by not attempting to ;T
do their best, "just trying to get by," or attempting to g'
avoid trouble with others at all costs. 3

4, Officials wview budgeting as an incremental iy
process. This means the largest determining factor of this {f
vear's budget is last year ‘s budget. Another way to view ;(

A
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this is most of the budget is a product of past decizions. &y@
At
Thus, officials only concentrate on those incremental changes “!
. 3 ‘r\. \.
from the previous vyear. %,
o
i)
Just as the officials who will make eventual decisions 3&3
WO
on which program gets what amount of money, lower echelon Pl
SO
officials attempt to do whatever they can to influence the b Jﬁ
ot
U XN)
WX
- decision—maker to see things their wavy. These attempts are ~ i?
.‘i!n l‘.
n i .
generally called strategies ‘ﬁ&
(
Budget strategies are actions taken by agencies, which .Qég
®
t
are intended to maintain or increase the amount of money ‘;%
PR
available to either their organization or prograin. yhese WQ;‘
‘x"’.:.' d
strategies are the links between budget officials and their qug
44 ‘-r: )
o
next higher level in the organizaticn. Nl
o |
What form do some of these strategies take? Une s
w MO |{
primary strategy is for the budget ofticial to become a qood igﬁ[
o (L8
"politician.” Becoming a good "politician'" involves at least :‘ﬁﬁ
three actions. These are: 'Q
TuLty
1. Cultivate an active clientele. -Q?ﬂ
e
2. Develop confidence amocng other budget rﬂh
offticials.
j i O
s
I. Develop skill in +following those aother Q{ :
435 A
strategies which exploit one’'s opportunities. @%ﬁ
:L" i "n
Another strategy is to practice the art of determining xRy
Ratta
"what will go?" To state this strategy a little differently, :ﬁlﬁ
N
i
determining what will go, often times drives the guestion, ﬁﬁ}j
@
ﬂ{’
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"how much to ask for?" Determining "what will go?" involves
seeking signals from the environment. Theée signals may be
in the form of what do supporting interests think, what do
vour own personnel think, and what happened last vyear. oF
course the list can go on and on.46

It is apparent the traditional school deals in the
realm of here and now. It is not normative, other than
stating, 1if vou wish to change the budget process you must
first change the political process. The school goes a lang
way toward explaining how we get saome of the decisions we do.
Az mentioned before this schoeol has application at all levels

of government. Fersonally, we may not like the behavior andg

process this school describes but we ignore 1t to our peril.

E. Analysis.

The question is then, which of these schools has the
most application for the United States Army? Before
answering the question, I will make a few observations.

First, the Army is already heavily into the rational

school of budgeting and saying the Army now needs a rational

approach to it’'s budgeting is rather underwhelming. Attempts
at putting rationality in Army budgeting are many - =z=ome of
them very recent. The most recent development 1is a new

resource management system known as the Output 0Oriented
Resource Management System (O0ORMS). As the name implies, it

attempts to capture a level of output associated with a given

44
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input. To do this, it had to first detine missions '{,
(programs) and then couple it with an output measure. ﬁ:ﬁ
In the beginning, great hopes were attached to the E’Q

system as 1t was felt for the first time the Army would tre S%;
'

able to firmly establish what it did for a given level of 3
input. As time went on, compromises were made in terms of a$
mission definition and how much support could be provided by .aé
the accounting system. The result is that we now have a ::
system which does not do much more than the systems we :&&
already had. This was a prime example of certain individuals gﬁ;
in the Army hierchy trying to implement a new system without -%7
considering some of the precepts of the traditional schonl. :éé
Clearly any new proposal for Army budgeting will have to take i}%
the traditional school seriously and gain the support of all Eh
echelons. ;ﬁ:
Second, The traditional school certainly has &j'
application at the higher echelons of the Armvy. By higher Ek
echelons 1 mean the MACOM headquarters and HEDA. At  this K }
level many decisions are based on other than rational ’hﬁ
criteria. For example, one has to wonder how the decision to 3%
‘ build three new light divisions came about when it was not 4i :£$
product of the Concept Based Requirements System (CBR3). { ﬁ?ﬁ
As the decision was made not to ask for an increase in ﬁ}
military endstrength, something had to be done to resource kﬁY
these divisions. The result appears to he something known as gﬁ‘
the "Army of Excellence" program which stripped out combat '.‘
N,
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support and combat service support manpower and readesignated
these manpower spaces as combat arms. These manpower spaces
were replaced in some cases with civilians, 1in other cases
the missions were moved to the guard and reserve, and in
still other cases they were simply lost as it was felt units
had become more efficient due to technological change. All
of this now costs more than before and serious questions are

being asked as to whether the "tail" is adegquate to support

the "tooth." It will be interesting to see what happens when
budget cuts have to be made. Mo=st probably the civilian
workforce will suck up most of the “salami-slice" cuts and

installations will be left with no one to perform the
mission.

The objective here is not to denigrate the individuals
who made the decision to field the new light divisions, but
to stress the point the decision was probably made without
all the relevant information being present. In addition, rot
enough "what i+7" qguestions were asked. This example clearly
illustrates one ot the more unfortunate side affechs of e
traditional school-—decisions being made by "the few" withcout
imnput on the consequences known by "the nanv."

Finally, it appears to me that within the Army, the
rational school and the traditional school are actually  two
ends of the same spectrum. As vou go higher in  the Ariny

structure the more evidence you see of the traditiomal school

46
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at work. Conversely, the lower you go in the Army structure,
the more you see the rational school at work.

In conclusion, I must state I am not a champion of the
tragitional school as it advocates doing nothing or "tilt at
windmills" in the form of changing the political process. I
believe the results of the traditional school are in many
cases suboptimal decisions which have no place in the world
of good management. They cause lower echelon commanders
endless problems as they have to find ways ta “fix" the
consequences of the politically inspired decision.

At the same time, strict adherence to the normative
precepts of the rational school will guarantee defeat as it
fails to adequately consider human nature. One has to
realize that political decisions will occur and in some
instances are necessary to keep the Army on an even keel.

What I do believe, is decision-makers must be
informed. They must be aware of the effects of their
decisions. What they choose to do aftter that is based on
their experiences and good judgement. Further, I believe
that higher echelons of the Army are incapable of qenerating
meaningful analysis except at the most summarized levels. it
is the responsibility of the lower echelen commander +to
define his miscions in terms of resources as precisely as
possible. This will allow him to present meaningful analyeis
to higher echelon commanders when resource decisions are

about to be made which will impact on his mission
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accomplishment.

Discipline in the system will only come from the grass
roots level of the Army. When lower echelon commanders
present meaningful, hardcore apalysis to higher echelon
decision—makers they force those decision—makers to
acknowledge the consequences of their actions. Conversely,
if the lower echelon commander cannot define his missions in
terms of resouwrces and is thus, not capable of informing his
commander of the consequences of resource decisions, then he
is doomed to "fixing" those same consequences.

The following chapters aof this thesis prescribe a way
for the commander to define his missions, which will allow
good analysis to take place. This method will also help the
commander set mission priorities for resources which will be

necessary in the upcoming resource constrained envirionment.
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functions. The Concept Rased Requirements System (CBRS) iz a
formal process designed to introduce the proper order of
decisions into how the Army will fight on future battlefields.
The CBRS is based upon four pillars: Army missions, historical
perspectives, threat analysis, and technological forecasts.
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CHAFTER 3

THE MODEL

A. Introduction
In Chapter 2, The Review of the Literature, the

traditional and rational schools of budgeting were examined

in detail. The chapter pointed out the traditional school
(because of it’'s political nature) tended to produce
suboptimal decisions, which in most cases, resulted 1in

shart—term solutions to long-term problems. Admittedly, at
times, political realities will necessitate political
decisions at the upper echelons of the Army hierchvy.
However, in order to insure we achieve long-term geocals and
objectives, we must attempt to make as many rational resource
management decisions as possible.

In many cases the traditional schonl holds sway at the
upper echelons of the Army because high-level decicsion-makers
are making low-level resource decisions (micro—-management).
This means the in-depth analyses required to support those

decisions are not available. Without this necessary

information rational decisions cannot be reached.
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Consequently, the decision-maker has no option but to make a
"gut" choice.

In many instances Army leaders relish making intuitive
resource decisions. Usually this mentality is a result of
misdirected ideas on leadership and the associated disdain
for anything which smacks of "McMamaraism.” The Comptroller,
being a technician of sorts, is labeled a "beancounter" and
becomes a moving target for more '"progressive, enlightened,

and intuitive practitioners of leadership" on the commander 's

staff.

My experience indicates the Army, along with other
federal agencies, places a low level of emphasis on the
financial function. Somehow the idea of financial and

fiduciary responsibility is not viewed as terribly important.
Indeed, for many it is seen as getting in the way of mission
accompl ishment. A common phrase often heard is "if only the
‘beancounters’ would get out of the way," something or other
could get done. With this type of mentality in vogue, some
of the recent horror stories in the press concerning
procurement and other 3NAFUs don 't seem sc far-—-fetched.
Regardless of the situation facing the '"beancounter,”
every resource manager should insure that decision—-makers at
his level have the information necessary to make intelligent
resource management decisions. Similarly, every decision-

maker should insure the resource management decicions he 1is

making are appropriate for his level. In this way the
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rnecessary information at the proper level ot detail will be

available to support rational decisions.

This chapter will develop a model which will summarize

needed information at the installation level so the commander

i is capable of making intelligent resource management -;W“
i & g:l:q
decisions. His decisions, based on hard analysis, will then *@E

U

prompt the MACOM to be mare raticnal in their decision- ﬁl'

making,

especially as 1t relates to that particular T

installation. The MACOM can then confront HRDA with program

and budget cuts based on a rational and prioritized basis.

This should lead to HQDA assuming responsibility for making A

their own rational and programmatic decrements as opposed to

across—the- board cuts with no asscciated workload reduction.

I+ HEDA refuses to discipline itself,

then the MACOM's oy

rational procedures should at least force HGDA to accept the

MACOM commanders’' resource decicsions.

BE. The Current System y

Before getting into the particulars of the model we Y

need to examine the current systems and haow they will support

the model. The bedrock of the Army resource management

system 1s the Army Management Structure (AMS). Basically, f%\.

the AMS

is the chart of accounts for the Army accounting

A
system. It tracks both dollars and manpower. It accounts et

for current obligatiosns and eupenditures, as well as, giving

structure to the programming function.
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The accounts are functional in nature, meaning they
attempt to inform the user what the resource being considered
was, 1s, or will be used for. The accounts themselwves are
usually six digit codes which are formulated to describe the
function concerned. For example, the account 81477371 refers
to general skills training, an account found at many TRADOC
schools. The first digit refers to the major program. In
this case it’'s program 8, referring to the training, medical,
and other general personnel activities subaccount of the Army
Dperations and Maintenance Appropriation. The next digit, 1,
refers to training, thus when you see the first two digits of
the account you are able to determine the account refers to
the training mission of the Army. The following digites
further refine the mission or function. All AMS accounts can
be looked up in a dictionary (AR I7-100-XX). These accounts
are usually called codes and when combined with AMS, the
familiar acronym, AMSCO, is formed.

The Output Oriented Resource Management Syetem (QUORMS)
is the fund management system tied in with the AMS. L0FMS
employs management decision packages (MDEP) as a handy way to
package resources attached with a particular mizsion. The
MDEF includes prior, current, budget and program vear data.
OORMS is the first system to tie in the different vear data.
A resource manager can nNow examine a mission’'s resouwcing

across an eight year spectrum. Decisions made today, which
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affect future vears, can be entered into the system giving
the resource manager an up to date picture of mission
resourcing. OORMS is supported by the AMS and the Army
Standard Financial System (STANFINS). The AMS provides the
account structure and STANFINS is the actual accounting

system.

C. Faults with the Current System.

The primary fault with the current system is that data
is too summarized to be of much value to resource managers at
the lower levels of the Army. The AMSCO lewvel of detail may
be fine 1if you are HEDA and need teo view the big resource
picture. AMSCO level of detail is not adequate at either the
MACOM or installation level where program and budget
decisions tend to be more mission specific.

Wwhen O0ORMS was introduced with the MDEF, it appeared
the resocurce management systems would finally become more
mission specific at all levels in the command structure. The
extensive use of personal computers and otf-the-shelf
sottware allowed O00RMS to "roll-up" subordinate level detaii.
meaning the lower level commander would gain valuable
managerial information while the higher echelons would be
able to examine information at a more summarized level.

As the development of 00ORMS progressed the concept of
the MDEF changed to accomodate the Army accounting system.

It was +felt the MDEF needed to capture intformation
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discretely, meaning no intormation could be "factored" in
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order to create managerially significant MDEPs. In addition,

no attempt was made to add new AMSCOs, which were more

S
-
- 3

gi functionally aligned with present missions, in order to

i) =

i support more managerially useful MDEPs. The result was the
§1 MDEF tracked a few and in some cases one AMSCO. This did
i‘ nothing to help the installation.

* Keeping the resources summarized at such a high level
fﬁ also prevents the svystem from distributing decrements
g {increases) in an effective and efficient manner. Conesider,
& for a mament, how you distribute a cut fraom the MACOM when

?: the majority of funding at six different installations 1is
% made up of ten MDEPs? Is it possible to determine the eftect
k)

* of cutting #700,000 from the Fort FPliss General Ghkills
h Training MDEP when this one MDEF accounts for #10 million in
R: Fort Bliss funding. Such large amalgamations tend toc cause
" one to ask, "so what?"

% If on the other hand, the MACOM asked Fort Bliss the
;} eftect of a 100,000 decrement and Fort Hlises resoonded 1n an
L honest., supportable fashion by saving it would have to shut
% down training on the Fatriot Conduct of Fire Trainer, things
J

in might be different. The MACOM may still go ahead and pass on
"

: ths decrement but it would be aware of the consequences at
2; Fort Bliss.

?f In the final analysis, OODRMS has failed to provide any
)i assistance tao the lower level commander in helping bim to
"
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better define his missions or more effectively communicate o

his needs up the chain of command. Something is still needed

as well as, help him

to articulate the commander’'s concerns,

deal with the sure to come program and budget decrementes. ep.

The model described in this chapter is meant to

supplement the other systems already 1in place. No

modifications to #isting systems are needed and off-the- F'{
he

shelf software (dBase I1l) is the heart of the model. In

addition, the FCs already in place to suppaort QOORMS are f.,

perfectly capable of running this proposed system.

D. What is needed?

G

What attributes must a model have to help the j."

" %

commander to better manage his resources? In this regard, I "

believe the following attributes must be present.

P

>

oo
2T

1. The model should use off-the—shelf software as

?'ﬁ

the data base manager. There is no need to do any tvpe of

5-} g ]

development work as the model ‘s needs can be met by any of

s

the most recently released data base packages. Obase 111

LN g
'y
&

seems the most logical choice as most installations now have

the package and the associated bhardware to run it. :f?
L0
o
2. The model should not require any modifications %ék;
iy
to eristing systems. Too many modificatione have already ~
AN
been made to the Army accounting systems and anything needing t¢‘
A
L}
to be entered into the model can be found in existing t X
:ﬁ*
reports. Manual entrv of data into the model should not be ;

A8 A MT A~ - - ; - m e r 4 . - n - - - - R ~p e
ﬁ". \\.’ '\"‘ bt ‘&": ’ '.',‘-'-\\."\"\-.'-'.\" SR "-'\,"-"-‘.'-'.\‘-'\'F'h' ",\'\."‘-‘ ‘-"\-," 0y -' o 4'-"




. - R — o , " : Y Y .
CUORRY LY TN 7 T N T My Sy TN WL Wl W R RN YN AN WX v N a Vo R X

too much ot a workload. In addition, no changes to anv ot
the systems means no long, drawn— out approval process. The
model can be developed at either the installation or MACOM
level without a lot of “red-tape."

Z. The model should allow for defining missions
and functions at a level of detail which will assist
managerial decision-—-making. In deciding the level of detail,

the resource manager should look at the type of decisions to

be made. These decisions include whether tao cancel,
continue, or maintain at a lower level of effort, missions
and functions. Missiongs then, should be defined at a level
which makes the previously mentioned decisions possible.
The driving force behind implementing the model must be what
it can do for management. In no way should the model ever be

used for reporting or accountability purposes.

4. The model must assist the commander in
prioritizing his installation’s missions and functions. Ik
is not enough to Just define wmissions 1n terms o+t
resources———the missions must be prioritized in order Lo o

of any benetit for the commander or other resouwrce manager.

Once missions are prioritized, the commander can accomodate
decrements 1in an optimal fashion. The hard work was 1In
determining the priority of orne missicon relative to another,

not in deciding what cannot be done.

S. The model must trac- past resource decicions.
&LO
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By +tracking and displaving past resourcing decisions, the Jﬂﬁt
]
. . . . . . (O
resource manager gains continuity and consistency in his "
PLGHY
decision—making. For esxample, if a particular mission or :*Q'
»
: . . fc%
function was decremented in each of the past two fiscal gy
|}.‘l‘:
. - . . . : XX
years, this fact may have some bearing on the decision o —
. W,
decrement it again this fiscal vyear. Likewise, if a mission fﬁ?
i,
J‘._J‘F'
had received increases in each of the past three fiscal :}j;
,a" d
years, this may impact on whether to grant another increase ;”
. . i . '.'i;g;.
this fiscal vear. However , if no procedure is present o ?h”
)
“:.U'Q‘.
track past decisions, each year's resourcing decisions are *mf
() Q
X X) l!!’b
made in a wvacuum.
2
5. The model should concentrate on the budget ?J?
g B
B
function. This statement is not meant to be an absolute but ﬁ&ﬁ
I [
the resource manager should realize the commander 's primary h:&
. . . . -
need in vyears to come will be in managing dollars. kxk
\l
LY
. . . Q1
Requirements and authorizations for manpower may well be
. . Soihy
present but the gqguestiorn will be whether the dollars and »
. ) ) “rﬂ=
workyears are available to support authorizations. Thus, Q? \
A
the model’'s main contribution should be in assisting the b
!
commander manage dollars and workvears. In addition, e “;“
LSRN
. . . o
often design systems to accomodate everyone s needs and this Py

X

often results in a system which satisfies no one’ s needs vervy vﬁ )
.:;\: (]
well. The model’'s contribution should be specific and as ol
N
powerful as the software and workload constraints will allow. Hﬁﬁt
f\ ]
Fota
7. The model should be simple and flexible. The r;g
Talu,
",
model shouwld pose no great programming problems to anyone :}
)
I":
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familiar with dBase III. Because of this, the model s ﬁa
program should pose no great “mystery” to anyone involved i,
w0

“

with it and resolving program '"buge" should not be a problem. .Q
Changes and local installation needs should be easily ‘ﬁ
accomodated. If one installation does a particular good job 3
L

e

in programming the model, it can easily be exported to other %‘
installations which might not have the expertise available. ) '&
If a modification appears especially useful, it can be shared :;
I“

U

with other installations by one of the many bulletin boards n&
S

4.

now available, such as, COAHOST. '.:::i
. . : it

E. Defining the Mission qa
b

4.8

The key component of the model is how the missions and g

yt

tunctions of the installation are defined. Ae mentioned 1in A
o~

the previous section, missions and functione should be ,ﬁ
o

defined at a level where they will facilitate managerial '&

decision-making. This means missions and functions will need

[

to be defined in sufficient detail for management to evaluate

Lo

the mission or function, and ranmk 1t against other mizssions

SR

or functions competing for the same limited resources. This
. = TR
definition then becomes known as a decision package. .
Y.
The key determinant in this processe is whether the h‘
o
]
decision package is defined by actual mission/function or by e
3
organization. For example, at Fort Bliss vou may choose to &x
'\(
define the responsibility the installation has toward the ?:
Fatriot weapon system as a decision package called Fatriot »
*q
&2 '
b ba
) )
l e
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Systems. This decision package may cross several AMSCOs and a&%

organizations and may include combat development functions as h#5¢

well as training functions and may even include some %%%

procurement. When decrements need to be made, the Fatriot 'ﬁéﬁ

mission can be loocked at as an integrated whole and decisions f;?

wy
can be made accordingly. ;Qﬂ
¥

On the other hand, you may choose to arrange an iﬁ*

installation’'s missions and functions by defining the lowest ?ﬁ‘

level organizations on the post as decision packages. These ﬂ&g

subelements of +the large installation organizations are gﬁﬁ

analagous with what the business community refer to as cost ;éw

centers. These cost centers may conduct a variety of Qﬁg

missions and functions but for the most part they will tend Eé'%

to be specialized. For example, all the subelements of the i:J

X

installation Directorate of Combat Developments will probably 53;:

be oriented on combat development work. The problem with 'ﬁﬁi

defining by cost center is you tend to lose the ability +to é%ﬁ

{

integrate those missions and functions which Cross Q%

organizational boundaries. In using the Fatriot erample ;;M
. again, defining cost centers would mean vou have no overall
umbrella +for Patriot because the Fatriot mission is divided
up 1in bits and pieces all over the installation. I+ the
command decided to decrement Patriot, vyou could not view the
mission as a whole and vour decrements may be suboptimal
under these conditions. In addition, decrements would be

&3
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organizational as opposed to mission specific. For example,
nothing much is coamunicated if the Rzquirementes Branch of
b the Combat Developments Department is cut.

Dbase III can merge decision packages from different
organizations for similar missions or functions. However, the
) reverse will not help our integration efforts, that is, we
gain nothing by merging diverse missions or functions by

4
organization.

Clearly, the installation or MACOM will gain more by
performing the difficult analysis to define decision packages
by mission or function. Factoring and estimating are
certainly acceptable in those circumstances where tracing the
resouces by discrete AMSCO is not possible. Balancing to
some accounting figure is naot a prerequisite for the model as
long as the model totals are not too far out of line with the

MACOM budget manpower guidance (BMG).

F. The Model

An example of what the data base record would look
like for a decision package is found at Faigure I-1. ALl
necessary information to conduct detailed analysis and
support rational resource management decisions is present.
My intent in this section is to go throuwgh the model
represented by Figure -1 and highlight the areas vou will
need to understand in order to see how the model will

facilitate decision—-making.
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Before getting into particulars I need to point out

the model only defines mission funding as decision packages.
By this I mean, base operations (BASOPS) funding 1is not
subject to definition or decision packaging. I do this +for
several reasons.

1. The installation exists in order to perform
specified missions. For example, one of the reasons fort
Leavenworth exists, is to support the Command and General
Staff College. The BASOFS funding can then be viewed as
overhead and the installation’s missions ought to be subject
to the accountant ‘s allocation of the overhead on a fair and
equitable basis. By allocating BASOPS in an overhead
fashion, the resource manager would be getting a better
picture of what it costs to perform a certain mission at a
gspecific installation. This type of information mav lead the
MACOM to be able +to better determine where to assign a
mission in order to get the most efficiency, 1i1e., the "most
bang for the buck."”

2. Dbase IIl allows for the allocation of overhead
in & very easy fashion once the allocation formula has been
established. You can see in the model where the BASOFS
applied amount figures into the decision packaqe. It 1 also
easy to see that once a mission or function is decremented on
the mission side, it should also be decremented on the BASOFS
side as well. For the MACOM the BASOPS decrement would

appear as a withdrawal from the installation . account. oy
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the installation the BASOFS decrement wouwld be withdrawn fraom
whatever program director has the BASOPS funding and placed
in the commander 's "flex" account for eventual reprogramming.
A more complete discussion on the RBASOPS allocation problem
can be found in Appendix 1 to this thesis.

3. By eliminating the BASOPS funding from the
decision package requirement, the ranking committee does not
have the added responsibility to rank BASOPS missions and

functions in addition to those on the mission side of the

S
house.
The model can be manipulated when the operator
specifies a particular key field. The model incorporates

four key fields (keys) and, in using the dBase language,
these keys are said to be indexed. As we discuss the keys 1in
more detail, I believe you will begin to see how they operate
and give power to the model.

The first key is the mission code and is labeled A in
Figure I-1. All mission codes shouwld be assigned by the
instaliation DRM. The DEM insures the coding ot all missions
is done so that the dBaze program can compile like missionsg
and functions which cross organizational boundaries. The
lowest echelon organizations are regponsible for defining the
decision package itself. The DEM just incorporates the code.

The mission code is constructed in such a way as to

allow missions to be summarized at nigher levels. Bummarized

Ba* 43¢, V2% a2 02" —.u.bv..;...
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missions may or may not track the organizational chain.
Fresented below are two illustrative examples.

EXAMPLE A: A mission code of 1A3I71C is assigned to
the Operations Research Instruction mission of the Command
and Genetral Staff College at Fort Leavenworth, KES. If the
dBase II1 program was instructed to sort (or index) on just
the first three characters of the code, 1A3, all the missions
of the Department of Sustainment and Resourcing Operations
would be summarized. I+, on the other hand, the dBase III
program was instructed to sort on Jjust the first twc
characters of the code, then all the missions of the Command
and General Staff College would be summarized. Finally, 1¥
only the +irst character is specified, dRase III will
summarize all the missions at Fort Leavenworth, KS.

EXAMFLE B®: A mission code of FEBS4D is assigned to
the Patriot Conduct of Fire Trainer at the Air Defense
Artillery School at Fort Bliss, TX. If the dBase I1I proagram
was instructed to sort on the first three characters, 783,
all the Fatriot training related missions of the Training
Department of the ADA BSchool would be summarized. I+ the
diRase [II program was instructed to sort on the first two
characters of the code, then all FPatriot related missions and
functions found in the ADA school would be summarized. This
would probably include all training, combat development, and
doctrine development activity associated with Fatriot. If

instructed to sort on the first character only, then dBRaze
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III would summarize all missions and +functions associated
with Patriot found at Fort Bliss, TX.

A couple of points need to be made concerning these
two examples. First, if all missions in an organization are
peculiar to that organization, then as the mission summary
takes place, it will equal the organization summary. In
other words, the total resources of all the missions 1in
organization X equal the total resources of all the
suborganizations of organization X.

Second, i¥f an installation definese the decicion
packages by mission or function rather than by cost center,
the above condition will rarely hold. Most "big-money"
mizssions will cross organization lines. PBecause of this, the
model incorporates a second key code known as the
organization code. This code is labeled B on Figqure 3Z-1.
Thus, each decision package (record in the data base) has a
particular organization key code, which allows summary of an
organization’s resources irrespective of whether particular
missions <cross organizational lines or not. Dbase [I1 =
summary capability in regard to the organization code is
similar in manner to the mission code.

The organization key code also facilitatesz managerial
fund control. Fund control in this instance refers to

controlling the budgets of subordinate organizations. The

commander may decide to restrict the budget submissions of
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subordinant organizations in order to focus attention on the
real issues facing the command. In this regard the DREM at
the installation level would issue guidance to the program
directors and enter this guidance into the data base. Once
the organization’s submission is made, the organization
decision packages would be summed in order to see if they
compare favorably with the guidance. The organization hkevy
code in the data base makes this possible.

The third key is the mission priority code (lebeled C)
which is the mission or function priority established by the
ranking committee,. The ranking process and how this code is
used will be discussed in more detail in Chapter 4. The main
purpose of the mission priority key is to rank-order the
missions and functions of the installation. Dbase 11l does
this by sorting the rankings in numerical sequence.

The last key code (labeled D) is the date of the last
audit performed on the mission or function. When sorted by
date, the resource manager can tell which missions and
functions are due their periodic review.

The model incorporates other aspects which alliow it to
achieve manaqerial objectives. FResource levels are eplit out
by dollars and manpower. Manpower resources are in terms of
workyears, civilian pay target, or whatever manpower budget
control is in vogue at the time. Peollar and manpower levels
are broken out by AMSCO over three prior vears, the current

year, budget vyear(s), and as many program vears as deemed
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needed.

in this part of the model "worksheet," all
adjustments across all vyears are catalaged for future
reference. By just calling the record (decision package) up

on the screen the resource manager can take a look at the
past decisions which have already impacted on this mission or
function. The resource manager can also conduct '"what-if"
drills by seeing what impact a proposed action may have on
future vyears, etc. This ability to tie-in past rescource
decisions with those of the present is perhaps the model- s
most powerful capability. To my knowledge, this "audit
trail” is something no other current resocurce management
stem contains.

The adjustments are broken down into MACOM directed
reprogramming, installation reprogramming, audit adjustments,
MACOM decrements, and MACOM increments. This breakdown sheds
mare light on why an adjustment was made. Enowing why
program resource levels are the way they are insures
cansistent program director behavior over the life of fhe
program. AN example may better illustrate the point I  am
trvying to make here.

Consider the situation where the MACOM bas called up
the installation and is guestioning the need to continue
funding a program or MDEFP which has suffered decrements over

the past few vears. The clear indication i= the MACOM
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believes the installation has in effect "looted" the proagram
in order to put sky-blue carpet with in-laid crossed ritftles
in the commander ‘s office. A quick lpok at the screen may
indicate the program suffered from MACOM directed dollar and
wor kkyear reprogramming in prior vyear 3 along with an
installation spread of a MACOM dollar decrement in prior year
2, etc. This kind of analysis should cause the MACOM analyst
to "call back later."”

The performance factor can be used for those missions
which have a definable output which can be quantified. This
allows the resource manager to see i1if the program is
achieving it‘'s goals and objectives. I+ the resources
fuplied continue to grow and the output remains the same or
fails to grow proportionate with the resources applied, then
the effectiveness of the program needs to be examined. Most
program managers will not want to guantify workload or insist
their workload cannoct be measured. This attitude must be
resisted. The most effective defense (or aoffense for that
matter) in the resource management business is to have a

quantifiable output acssociated with resources expended.

G. Implementation.

I believe at this point it is important to lock at
what will be required initially to get the =svstem up and
running. Many of these requirements have been addresszed

previously but are reemphasized here to show their proper
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seqgquence. This section refers to those mechanical and
procedural tasks rather than the needed "+frame of mind." The
needed "frame of mind" will be the subject of Chapter 5.

First, organizations will have to determine the
missions they now perform without regard for resocurces. This
will require the activity to go back to their original
charter and review the reason for their establishment. From
this charter, the activity should then start delineating
seperate and distinct missions they are responsible for
performing. Other correspondence over the vears should show
where other missions, functions, and responsibilities were
added. Reviewing the MACOM BMG from past years should also
be a good source for determining those recurring missions
assigned to the activity.

The installation DREM would be well advised tc put out
some well defined instructions on how this task should be
accomplished. Important at this juncture is whiat
organization level will be tasked to detine missions. This
decision will then drive what organization levels will
participate in the prioritization process. Al=o important
iz the support the DRM believes will be necescsary to help his
staff determine those missions common to more than one
organization. These missions will then be similarly coded.

Second, resources by AMSCO in terms of dollars and
manpower must be applied to each miscion determined in step

one above. This, of course, is the hard part, but 1t only
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needs tc be done oaone time, it the system is properly A
maintained thereaftter. For proper fund control (balance to "
EMG) , the controlling AMSCO will need to be "crosswalked" to J‘
all the missions it supports and an approeopriate dictionary '
will need to be established. Dbhase III can be used to build - v
the dictionary and this task should be performed by the DRM. v

Third, the DFM must code all missions in a way which ' -

allows missions crossing organizational boundaries to be ;

merqed. fs this requires a horizontal perspective, the LRM k&

appears to be the only organization capable of performing

thig task. Similarly, the DRM should establish codes for the

dif+terent organizations which will ultimately participate in

the prioritization process. These two tacske z2stablish  the
two most important key fielde of the databacse.

Fourth, the installation must insuare procedures are in

N

place to insure any new missions assigned by the MACOM are ff

subjected to the abowve process. Only by doing thiz will the -

.'v.'l
v
o

e 3
f"i‘

database remain current and capable of supporting  the

by

"
%
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commander 1n hls resouwrce management recsponsliiilities, '
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. J
L]

next section in  this chapter will bulld on  the tashks

P

presented here and show how the actuzl process works.,
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then be discussed. This explanation will be done in a step-
by—-step process. The total system is graphically partraved
in Figure 3-2.

i. The mission database is established. This step
entails the actual loading of the missions into the database
structure. Most of this manual effort will be one-time.
Additional input will have to be made when the installation
commander or MACOM directs a new mission. Recurring, one-
time, and unfinanced missions will need to be loaded.

a. Missions directed to be performed by the
MACOM with a source of recurring funds are loaded first.
This constitutes the "core" funding of the installation.
Initially, these missions were determined and resources
applied (zero-basing) in the steps outlined in the previous
section. Subsequent recurring missions assigned by the MACOM
will be input in a like manner.

b. One-time micssionse are loaded n.oxt. Thece
are missions assigned by the MACOM in which rescurces have
been provided but rnot on & recurring basics. hese missiong
are temporary in nature and care must be exercized Lo 1nsure
they are purged when the miscsion ics completed and the funding
stream dries up.

c. Unfinanced missions are loaded lacst.
These are miscsions which the MACOM or commander bas directed

to be accomplished but, for which, no resouwrces have been
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provided. Although the worksheet may show resources applied

teo the mission, the mission code will indicate that the

mission has not been resourced from the MACOM and funding 1igs

currently coming "out of hide." It is important to note
"unfinanced miscsions” are not the same as "unfinanced
requirements. ” AN unfinanced (unresourced for snme)

requirement can only be an unfinanced mission if it 1ig
currently being performed "out of hide." Nothing goes intc
the database which does not have resources applied against
it.

2. After the database has been loaded, the mission
resources are tallied and compared with the EM5 control
figure contained in the MACOM guidance. Comparisen should
probably be made at the AMSCO level of detail. This step i
repeated at every BMG milestone to insure the database is in
balance prior to the process going any further. "In balance"”
can be interpreted to mean "reasonably close." The ORM chould

establish what he considers "reasonably cloz2" so the staf+

Lnows what level of tolerance will be accepted. Aor/= DL
percent tolerance at a %100 million instaliation zeems tc me
to be "reasomable close." If the “crosswalk" between AMSC0Ow
and missions, which was recorded in the dictionary, was done
correctly, error resolution should be fairly easv.

Ry After the database has been loaded and balanced
to the BMG, the database iz instructed to produce a mission

listing by organization. At this point the missions become
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decision packages and the lowest echelon organizations work
according to the method presented in Chapter 4 to priaoritize
the decision packages. For those large, resource intensive
missions, dummy decision packages may be set up to allow
"levels of effort" to be considered in the pricgritization

process. For example, a 95 percent level of effort for the

CAS mission at Fort Leavenworth, could be set up as a dummy
decision package in order to prioritize the 100 percent level
of effort lower in the overall prioritization.

4. The prioritized decision packages are then

3

briefed to the commander who makes any changes the deem:
necessary. Once the commander comcurs in the effort, the
priorities are entered into the database and the priority
field is indexed.

S. Once new BMG controls are received from the

MACOM, a FRAC is convened and the BMG bottom—line is comparead

i

with that of the database. If decrements ne=sd to be madeo
they are made in accordance with the priority established in
steps 7 and 4 above. The FRAC may entertain any last minute
changes in in the overall priocority or octher issues.

6. After the new BMG controls are applied, the
final package is sent to the commander +for finai approval.
Once this approval is obtained the new fiqures are entered

into the database along with any reprogramming actions and/or

other resource adjustments. The database ig again tallied to
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insure 1t balances with the BMG and the stage is set for the

rest of the fiscal year.

7. Adjustments are made to the database throughout
the rest of the year as needed. Simple procedures can be
developed where lower echlon resource management offices
submit diskettes to the DRM for periodic update of the master
database. In all these transactions care is used to insure

the audit trail is maintained.

I. Conclusion.

This section has descibed the proposed model in
sufficient detail to allow a person or group familiar with
the particulars of dBase IIlI to convert the concept toc a
program. Obviously, the model can be modified to meet most
any desires on the part of local resouwrce managers. The kev
aspect of the model is that it allows the resource manager to
evaluate and prioritize a mission relative to others with as
many pertinent facts available as possible. Hopefully the
model will provide the necessary support for more rational
decisicon—making. Chapter 4 will examine the priaoritization

process and how the model facilitates that process.
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CHAPTER =
ENDNOTES

1

The paper from here out is directed mainly at the
installation, however, most of the model ‘s capabilities are also
available at the MACOM.

3

e

This type of problem is most commonly found in TDA
organizations, such as, TRADOC. For example, a managerially
usetul MDEP for TRADOC would be Officer Training. This is a
mission with a measurable output which TRADOC would like to
associate with a level of resource input. However, no discreet
AMSCO exists to fund officer training. Funding for the officer
training mission is included in the AMSCO for General Skills
Training which also includes NCO training and AIT. Models can be
developed to factor the officer training portion out of the
General Skills Traiming account. Not allowirng MDEFs to be
designed in this manner limits the usefulness ot OUORMS at any
level lower than HGDA.

FPeter A. Pyhrr, Zero-Based Budgeting (1%973): 6.
4
Later in this chapter another key field will be introduced
which will allow an intermediate level organization to sum

mission resources.

=
ot

BASOFS priorities will still have to be determined. The
point here i1is they should not be determined in conjunction with
mission priorities.
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CHAFTER 4

USING THE MODEL

I. Introduction.

Chapter 2 described a model which displayed pertinent
information about a particular mission in a readable format.
This information was arrayed in such a way as to satisfy the
manager ‘s need for resource information and facilitate his
decision—making.

In this regard, the most important resouwrce decision
an  Army manager will be required to make is the priority of
one mission relative to another. This type of decision-
making will always be reqgquired in a resouwce constrained
environment. The real utility of the model described in
Chapter 7 depends on the extent it proviades the intormatian a
manager finds necessary to prioritire missions.

The purpose of this chapter is to propose a method
whereby the model ‘s decision packages can be prioritized.
The method shown is not the only one which can be used but 1t

does seem to address the problem of priortizing large numbers

of decision packages relative to one other.
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b1 Frioritizing large numbers of decision packages
- requires a certain mind-set on the part of management. A
First, management must concentrate on the review of 1l ower

priority or discretionary missions around which the funding

Coay B B8,

& level will most likely be determined. Second, management
must limit the number of consolidation levels to which
missions must be merged. Translating these two principles
into a workable process is the subject of the remainder of

i
this chapter. 3

II. How to Deal with Volume.

The primary problem in any large prioritization
process is coming to grips with the large number of decision
packages. Management cannot focus detailed attention on =ach
and every decision package and try to compare it with every
other decision package. The number of mental calculaticons 3
required is humanly impossible. Fortunately, a process
does exist whereby the prioritization task can be split among
the organizational levels at the installation. The end v
result of this process i1s that upper level management onl !
focuses on those decision packages which are at risk of not
being funded. This means the number of merntal calculations
required of upper level management can be kept at an
acceptable level.

The following sequential steps cet +orth the

procedures +or prioritizing installation missions while




eI i

simultaneously keeping upper level management’'s attention

focused on those missions at risk.

1. The DRM, in consonance with the commander ¢
desires, establishes and distributes funding guidance for
each major activity on the installation. The term "major
activity" refers to those organizations led by a program
director. Frogram directors are usually full colonels.

2. The program directors then establish funding
guidance for all sub-activity levels within their purview
which have budgeting responsibilities.

R Cutlines are then determined far each

consolidation level of the installation arganization.

These cutlines can be a percentage of the funding guidance or

an absolute dollar amount. The cutline, in etfect,
differentiates those missions which are ‘“protected” +rom
those "at risk." Where these cutlines are drawn will have a

significant impact on the number of decision packages which
the upper level management will have to review. Fecause of
this fact, where the cutlines are drawn should be decided bv
the FRAC.

4, All missions at the lowest echelon ot the
installation organization will be prioritized, displaved,
and fowarded to the next level for review. This level of the

installation organization has no cutline.

5. The next level will consolidate all the

missions of their subordinate organizations. Once these
(=)
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missions have DbDeen tallied in terms of dollar cost, th

1]

established cutline is drawn. Thise level of the
organization will then perform a cursory review of tha
decision packages above the cutline but will only prioritize
those missions which fall below the cutline. The purpose of
the higher organization reviewing the decision packages above
the cutline is to satisfy itself that it agrees with the
lower organizations’ ranking criteria.

6. Similarly, this consclidated mission list will
be forwarded to the next consolidation level. In this case,
missions above the cutline will be displayed and missions
below the cutline will be ranked. This new consolidation
level will again tally all subordinate organization micssions
in terms of dollar cost and draw a new cutline. This new
cutline will be higher, meaning *the number of missions at
risk will remain relatively constant. For example, the
cutline at the lower echelon may have been 70 percent,
meaning that level of the organization needed to prioritize
the micesions at risk in the upper 230 percent of thewlr
ranking. The next higher level then consolidates all lower
level organizations and draws a new cutline at &0 percent.
The higher level organization then, only needs to prioritize
the top 20 percent of missions at ricsk. Thie process ot
consolidation continues until the highest level of the

organization ig reached.
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7. Because the number of missions to be ranked

increases as the number of consolidations takes place, the
cutline must be incrementally increased at each consolidation
level. This process keeps the number of missions to
prioritize manageable. This procedure is graphically

illustrated in Figures 4-1 and 4-Z.

III. Who Prioritizes?

Under this type system, the primary guestion in most
minds will be "who does the prioritizing?’ This is a touchy
issue and should be handled carefully as the ‘“prioritizer”
will be the persan or persons who will probably decide the
fate of a mission at risk. The question of "who?" {further
breaks down to the issue of an individual or a committee.

There are no hard and fast rules to follow 1in
resolving this issue. While an individual can certainly do
things faster and more decisively, he loses perspective whaen
an issue falls outside his nparrow area of Mpertise.
Similarly, a committee brings a great deal of expertise to
bear on the issues but gQaining agreement among the committee
members can be a time—-consuming and, 1n SOMmEe  CaZes.
frustrating experience.

Generally, an individual would be more appropriate for
the initial prioritization at the lowest echelaone in the

organization. Here the missions will tend to be narrowly

focused and pertain to one general area. At this point time
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considerations and decisiveness probablivy outweigh the need

for the marginal addition of expertise a committee could add
to the process.

However, as one climbs up the consolidation levels,
the missions tend to get more dissimilar and the expertise of
the individual is not sufficient to intelligently prioritize
the missions at risk. At these levels, the committee seems
to be the best approach. The broad base of experience is of
greater marginal utility than the agility and decisiveness ot
the individual.

At the bhighest consolidation level, the PRAC seems the
most appropriate forum for addressing the final
prioritization. At this level the most senior leaders ot the
installation come together to map out the oaverall resource
strategy of the command. They bring together a broad base of
experience and expertise as well as some knowledge of the
Army resource management system. The senjior leaders at this

level tend to know the commander 's intent and are not a

th

parochial in their decisions. The result is a prioritization

of missions the commander can live with.

iv. Mechanics of the Frocess.
Up to this point we have described the process and the

end result but have no idea how to actually qgo about

prioritizing one mission relative to another. Mis may not
be a real problem with an individual charged with
88
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prioritizing a few lower echelon missions., but the problem
becomes acute with committees charged with ranking hundreds
aof missions. Although we may come up with a few individual
schemes, when the number of missions exceeds fifty or <o,
things become too complicated and a voting svystem needs to be
set up. In this regard, three alternatives may be considered.

1. Each committee member gets one vote on some
sort of fixed scale with the average or total points used to
determine the ranking. For example, a vote of & may mean the
mission should be funded, whereas, a vote of 7 may mean the
mission has some good points and will be funded first if more
tunds become available. This procedure may cause come
missions to have the same number of total points but this
will not be a problem except for those missions clustered
around the cutline. These missions can then be <scrutinized

in more detail.

2. Each member votes on several criteria. which
are given equal or weighted values. The total number of
points is then used to determine the ranking. The criteria

to be considered could be such things as:

a. This mission integrates with the overall
school mission.

b. This mission supports commanders intent.

c. This mission does not generate Hcessive
outyear requirements.

Again, this method may cause some missions to have the same
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number of total points but this=s will not be a problem
except for those missions clustered around the cutline. This
clustering will not be as much of a problem as in
alternative 1 as the total number of points will be higher.

I. A combination of alternatives 1| and 2 could be
formulated , with alternative 1 used for preliminary ranking
and alternative 2 used for the detailed ranking for those
missions clustered around the cutline.

The actual committee procedures to be used in this
process would be fairly straight forward. The committee
would only consider thaose missions which are at risk. The
committee would have a secretary who would be responsible for
administrative needs, tabulating votes, and producing the
actual prioritized listings. The biggest administrative
decision the committe would have to make is how to have the
missions presented for their consideration.

Some options in this regard might be:

1. Individual paper copies of the decision
packaqge.

2. Use an opague or overhead projector to display
the decision package.

R Have mission points of contact provide short
oral precsentations.

4., Any combination of the above.

After all votes have been tabulated and the decicsion
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packages rank ordered, the final mission prioritization is

given to the committee for final review. After the committee

completes it’'s review,

commander for his approval.

the listing is forwarded to the

Once the commander’'s approval

has been obtained, the prioritization is put "put on the

shelf" until the final MACOM guidance is provided. At this

time the 1listing 1is "taken off the shelf” and the final

cutline drawn. Those missions falling below this line are

those which are not performed in the upcoming fiscal vear.

V. Senior-Level Leadership Action.

When the commander receives the prioritized mission

listing from the FPRAC, he must satisfy himeelf the missions

displayed above the cutline are of greater importance than

those below the cutline. This action on hics part establishes

his faith in the PRAC’s procedures.

is in hand and the commander
the priority of missions, he
sum game.

Finaily, the commander

kept throughout the vear.

If final MACOM guidance
decides to make adjustments in

must realize it is now & =zero-

must insict these prioritiss be

By doing this, the commander

provides a great deal of certainty in the resource management

arena. in addition, 1if further decrements or increasesg are

made by the MALCOM, the installation has a prio-ity '"road map"

to follow. Following the prioritized mission listing means

all the "pain, heartache, and headbashing," goes on one time

~
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during the initial ranking process. Having & prioritized 'Hg
mission listing will not make taking a MACOM decrement later “é
in the fiscal vyear any less painful, but it will mean the
installation staff will not have to go through a "convulsion®
trying to "defend" their missions against another cut. v

This chapter alaong with Chapter 7 have layed out a - :b
process which will allow rational and intelligent decisions
to be made concerning resource management. However, this ' YA
effort will mean nothing if the leaders in the organization fﬁ
fail to embrace the concept and march to it’'s drumbeat. The AN
final chapter of this thesis looks at what will be reqguired I

of the leaders to implement this system. A
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CHAPTER 4
ENDNOTES

1

Pyhrr, Zero—Based Budgeting: 82.

3

A consolidation level is an intermediate level in the
organizational chain of command that will have several
suborganizations reporting to it.

Fyhrr, Zero—-Based BRudgeting: 88.
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CHAPTER S

IMPLEMENTATION

Introduction

As with any system, the most difficult part of the

program is implementation. The old saying, "the +irst 99

percent is the easy part, the other 35 percent is what gives

vou ulcers,"” is especially applicable to computer based

systems. This chapter will attempt to outline a few c+ the @

) managerial and "frame of mind" prerequsites which must be met

in order for the system to be accepted and usetul. I+ senior

level leadership cannot or will not meet these prerequisites,

then the system should not be implemented. Partial 5

" implementation will only cause additional workload for all

concerned with no apparent benefit.

-

II. The "Right Frame of Mind."

Below are listed some of the more pertinent guestions

FON R R R
T AT S AL

and issues the senior level leadership must examirne before

)
]

o

implementing this system. They primarily involve the

leadercship as opposed to managerial abilities of the X

commander. Many of the issues here will require the
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commander to take a stand and demand consistent behavior ot

himself and his staff. Other issues will require him to have
faith in the abilities of his staff and subordinate leaders.

These issues and questions are not meant to be a
checklist but rather a way for the commander and leadership
to perceive the environment they are buying into. I believe
if the commander and his senior leaders buy into this program
the benefits will be well worth the "risks." For perhaps the
first time in Army history we will begin to get a handle on
this thing we call respurce management because we will truly
know what we are doing!

i. Can the mission definition developed by the
subordinate organizations be believed, ie. does the amount of
resources described closely correlate with the amount of
resources expected to be consumed. The implication here is
rather clear, some organizations may try to disguise funding
for "pet racks" by including the "pet rock" funding with that
of a major mission they know will not be guestioned ot ranked
as discretionary by the higher organization.

Developing sateguards for insuring "disquised"”
missions are not funded will be tough and probably not even
feasible. The commander will just have to tell lower level
organizations that he expects them to document what they do

and do only what they get resourced +or. The value of the
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periodic audit 1is that on a routine basis, the individual fﬁé
decision package will be thoroughly scrubbed. A lower level -f?‘
organization may think twice about "disguising" funding if it ‘~$
realizes the mission is subject to audit. }g?
2. Commanders will have to become familiar with what %dﬂ

their programs consist of. I'm not talking about the nuts rw:
and bolts but the commander must be aware of what will occcur ‘$§
if a reduced level of funding is forthcoming and what the %ﬁ
priorities of his installation are. He must be involved in "3
the process to some extent. §.€
Ny

3. Higher level commanders must be able to hear and i;”

accept the word, "no." The "can do" attitude of some in ;é:
higher level leadership will be the single greatest »
impediment to the implementation of this system. The :‘“
greatest criticism of this project, so far, 1is the higher ;g.
level commander will not accept the fact that some of his
missions cannot be accomplished at his level of eupectancy. - !
The feeling of the lower echelon is that the higher commander Eg
expects whatever he savs to be done and that recources are & &$$
secondary factor that the lower level commander will just ﬁ;t
have to find. This fosters an arrangement where all misczions ﬁ;
are attempted at a lower level of effort and none are ?&1
el

accomplished very well. It also fosters the lower commander th
second guessing the higher commander and shifting resources
from missions the higher level commander directed a +few

months ago but may have "forgotten" in the interim.
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If the higher headquarters expects honesty., thev must
listen to what the lower echelons have to say and either
accept mission cancellation or agree to a lower level of
effort. The commander certainly has the right to change
priorities but he must accept the fact that at some point the
game becomes zero-sum.

The lower level command alsp has some responsibility
in this area. The lower level command must cseriously
prioritize their missions at risk. Submitting a prioritized
listing of missions at risk with the closure of the service
school at the head of the list invites a refusal by the
higher commander. Submitting a listing of all missiaons to
include those not at risk, showuld go a lor: way toward
preventing this type of abuse by the lower level commands.
I+ the lower level command decides to do something stupid,
the higher commander can just examine the remainder of the
list and choose a mission(s) that is more to hise liking for
elimination. Laower echelons must do evervthing possible tao
gngender the trust and confidence ot their M1 gher
headquarters.

4. Linkages between different program catagories for
the same mission must be observed. For example, if program 3
funds are scarce but program 2 funds are relatively
plentiful, the higher lewvel command cannot expect the mission

to be accomplished at the same level of effort just because
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the level of F2 is adequate. Similarly, the higher level ‘dmj
3§ |‘|‘¢"
G
cammand cannot expect to remedy the problem by applyving more i’
P2 funds. Lower level commanders can help the situation by ;ﬁ*i
g
applying P2 funds to those P8 requirements, which due to the betige

i

"haziness” of the missions, could possibly be funded by

» i

]

either FB8 or F2 but this effort is certain to be limited. If Bg
) | 4
missions are decremented in one program but not the other, :: Q
Q
the higher level organization must accept one of two batud
'. 13
possibilities: \ %
"
N
a. The lower level organization will continue to :%,\
I&~‘,&
perform the mission as best it can. Excess funds, due to the h:'
. BASH
imbalance caused by the decrement, will be reprogrammed to ﬁw“‘
i
satisfy local requirements. Wy
I'.‘l
UM
b. The higher command will withdraw a N
v
proportionate amount of funding from each nrogram and applv QJ:
e
the excess program funds to other requirements across the 2f:,
P
command. ’;
v
S. BEMG numbers produced by the MACOM and control Hi*’
.‘QJ‘
levels provided bv the installation DRM must be believahle :;ﬁ
NN
>
2
and based on the best information available at the time. I+ "*-.'-‘
organizations throughout the command are going to do a :1%\
[ \ ()
serious  job of prioritizing and alleocating rescurces theyv Eﬁ#i
*, "
e
. \1
must have information that 1% reasonably accurate and close L
Ay
to the final outcome. e
o
QF«*
6. For TRADOC the mission listing and the pricoritized ﬂﬁhj
(ot
listing of discretionary missions with the cutline drawn Te
X \
1* "
, X
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should be part of the installation contract. Thizs would alsce

facilitate the signing of the contract early in the fiscal
vear. As a matter of fact, the contract could be signed
before the beginning of the fiscal year i+ the ranking of
discretionary missions had been agreed upon by the

installation and TRADOC commander as the only remaining

variable in where to draw the cutline. This would be
accomplished when the appropiations act or continuing
resolution authority {(CRA) was eventually passed. Action on

discretionary missions would await the passage of either act
20 that the installation would not find itsel+ in the middle
of executing & mission which eventually found itselt below

the cutline.

11T, Conclusion.

Over the past several years the U, 8. Defense

community has enjoyed one of the largest peacetime buildups

in histoy . For the most part this buildup occurred becauss
of a percelived weakness of U. S. military forces wvis—a-vis
the Soviet Union’ s. The expected ratification ot the

Intermediate Nuclear Forces CIMF)Y Treaty with the Soviet
nion portends better relations with ow meost dangerous
adver=sary. This Treaty along with other actual and
percelved improvements in the international environment
appears to have taken the American focus away from [Defense

issues. These indications clearly point to the United States
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taking a more ambivalent view ot detense needes. In iz
environment the United States’ primary concern will shift fo
deficit reduction and improving the economy. As you can well
imagine, this change in the national attitude will have a
serious impact on the U. §S. Army. In sum, the days of "easy
money" are over.

The coming budget cuts are sure to cause major
problems for the U. S. Army. Many of the Army
reorganizations and equipment buys made during the 1980°'s
were not made with resource constraints in mind &nd  thus
contain significant outyear requirements. Unless we are very
smart in the way we perfarm our resource management chores,
we may do irrevocable harm to the Army ' s ability to fight the
next war. We must be prudent and above all be rational.

The first two chapteres of this thesis layed out the
way budgeting and, resource managment in general, i viawed
by those 1involved in the process. The traditional school
holds that budget decisions are made intuitively'and confaorm
to the ogictates of the situwation. lntuitive geclsions  are
oftten made when needed information is not available or the
ability to process information is not present. Conversely.
the rational school holds that decicsions must bte based on

fact and the decision—maker should insuwre he hbas needed

information. Hoth of these schools can be seen in operation
at ditferent levels of the Army. In general, it appears the
1 Q0
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traditional school holds sway at the Department of the army

level and the decisinns made at the lower echelons appear to

be more rational.

We cannot ignore the political realities which must be

A -
Ny, X

e

faced at the Department of Army and to some extent the MACOM

s

- -

level but we must insure any decision affecting resources at

least has the information available which will allow a

ST X

rational decision to be made.

SEE S G

The model presented in Chapter 3 is a way for the

lower echelons of the Army to define their missions <o

AL XA A4

intelligent resourcing decisions can be made. The model

by e i s

capitalizes on the current accounting structure and covers

)

some the important "gaps” in the present resource management %

PX K

system. Chapter 4 proposed a way whereby the commander can

prioritize the large number of missions performed by hHis

installation. Being able to define individual missions and

prioritize them in a rational and logical manner is the bas:is

for prudent and effective Army resource management.

i If the ‘“"grassroot=s" of the Army can define and

prioritize individual miesions, within the broad framewark ot

the AMS and MDEP. it will be the first step 1n assicti

MACUM and HGDA make rational and intelligent receurce

e W € AW

decisions. In a decrement oriented environment, the

decision—-maker must be aware of and accountable for the

consequences of his decision. Pecision—makers 1n the upper )

echelons af the Army will only be aware of these consequences

101
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i¥ the "grassroots” tell them. Current systems will not give ]

them the level of resolution needed in a decrement oriented 04

environment. I+ the model presented in this thesis can [\

accomplish this task, it will go along way toward insuring Iy
p the Army preserves the great strides made 1in force

. ; , . o ¢
improvement and modernization during the 1980°'s. N
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BASE OFERATIONG (EASQFS) ALLOCATION \

¥ W
: &
5 BASOPS is that portion of an installation’'s funds &
) » 'q
K which are used to support the operation of the pbhysical k
: plant. In a commercial enterprise these costs would be ¥
) 'y
9 ’
h allocated as overhead to the operating divisions to insure Y

,.
[Py

- all costs were reflected in the product pricing decision.

» Currently, the Army does not allocate BASOFS as overhead to }
¥

% any of the missions now performed at the installation level. :
h This position is grounded on +the premise that BASOFS j
é cannot be allocated to missions as no way exists to ¢
E distinguish between the fixed and variable portions af EBASQOFS §
.

‘ funding. In a commercial enterprise this would not pose much $
I of a problem as all overhead costs are allocated. However, :
? in the Army’'s case, the fixed portion of BASOFS relates to é

those funds which would have to be provided reqgardless of )

i whether or not missions were performed. These funds would be i
g used to maintain the installation’s physical plant. BEecause h
’ i
! of the political realities in dealing with base closures, ?
: most resource managers believe this fixed portion of BASOFS Q
]

i cannot be properly allocated to installation missions as the .$
! funds would have to be spent anvywavy. In a real sense this b

x

oo
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fived portion of BASOFS is "sunk" in the near to intermediate e
term. On the other hand, the variable portion of BASOFS '
should vary depending on the missions assigned to the ﬁé
installation. This variable portion of BASOFPS equates +to iﬁ

' those additional installation support needs generated by R

increased activity. }E

Clearly, if a way could be developed to seperate the ;ﬁ
firxed from the variable in BASOFS funding, the wvariable Q
portion could be applied to a mission in order to determine a ﬁ
more true cost. Combining the variable portion of BEASOFS v§

[ funding with mission funding would be very beneficial for 7

; .

f several reasons. :a

‘ 1. HaDA and the MACOM's would be forced to }s

acknowledge that BASOPS funding is related to mission funding lﬁ
and both must be considered together. l$
2. An  installation which received a new mission ﬁ

from the MACOM, would also know how much to expect in Q!
additional BASOFS funding. '::3
R Likewise, an installation which has a ini=sion ﬂﬁ
terminated will know how much to expect in  BASOFS funding 5
withdrawals. :
4. The MACOM could better determine where to f

assign a new mission. Other things being equal, the MACOM 's
would assign the mission to the installation which would :g
generate the least total cost (mission + BASOFS). é
b

)
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Clearly, being able to distinguish the fixed and
variable portions of BASOPS would be beneficial to the Army.
The proposal presented in this Annex is only one of manvy.
It 's methodal ogy is very simple but the underlving
relationships are found to be statistically sound.

Over the past years an installation’'s BASOPS funding

has been built through constant negotiation with the MACOM.

This negotiation usually occurs through the Command Operating

Budget and the installation’s accompanying list of

unfinanced requirements. At the MACOM level these

negotiations go on with many other installatians and a

"market" appears to develop in which a relatively efficient

(not necessarily effective) method is developed in a ‘“give

and take" atmosphere to distribute resources. In thie

"market” environment, all elements of information concerning

the peculiarities of installations, the major personalities

involved, the current political environment, etc., ars

assimilated into the BASOPS distribution decision.

I+ one accepts the above theary and further holds that

an installation exists in order to support present and future

missions, then a hypothesis can be proposed in which the past

relationship between missions and BASOFS funding can be used

to assist in future decisions. The actual mechanics behind

the hypothesis 1is to conduct a regression analysis of an

installation’'s total funding over the past several veares. In

the w-axis is the installation's mission funding and on the

106
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v—axis 1s plotted the installation’'s BASOPS funding. Each

data point is a particular fiscal vyear. This setup
necessarily implies the installation’'s BASOPS funding is
dependent on the installation’'s mission funding. The vy-

intercept is then defined as the BASOFS cost if mission
funding is zero, ie., the fixed portion of an installation’s
BASOFPS funding. The slope of the regression line then
becomes the relationship between mission funding and variable
BASOPS funding.

Figures A-1 and A-2 display this type of an analyesis
for Fort Leavenworth, kS. Notice that the dollar figures in
Figure A-2 have been made constant in 1988 dollars by use of
the implicit GNF price deflator. This is done o the affects
of inflation are removed and only the real change in funding
levels 1is displayed. The regression reveals the following
information.

i. The fixed BASOPS cost (y-intercept) at Fort
Leavenworth is approximately #27.7 million. For all intents
and purposes, tnis tunding is “sunk” and should not be
considered further in the analvysis.

2. The slope of the regreszion line ig 0. Z26. This
means that for every #1.00 in mission funding there is 0,26
in associated variable BASOFS funding.

3. The coefficient of determination {(r-sguared) in

this regression 1s 0.87 meaning the variation in mission
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EA Regression Analysis which Cospares BASOPS and Mission Funding

FY  BASOPS(-) RPMA Total MWISSION  ONA GNP Def GNP Def NISSION  BASOPS
BASGPS Total Base 1982 Base 1988 {968 ¢ 1968 ¢

1980 11667.50 10395.40 22062.90 16967.20  39030.10 .86 .70 24292,60 31588.31

1981 13681.80 13844.80 27528.40 22825.70  50354.30 94 .77 29794.82 35933.61

1982 14762.80 16497.30 31260.10 28094.10
1983 16146,90 17297.10 33444.00 35935.10
1984 17713.70 156838.10 34371.80 34261.30
1985 20283.70 20728.00 41011.70 51804.10
1986 19570.60 17823.50 37394.10 32570.70
1947 24135.60 21945.60 46081.20 75235.900

59354.20 .00
69379.10 1.04
70833.10 1.08
92813.80 1.12
89964.80 1.15
121316.20 1.19

.B1 34471.4b 38356. 14
83 42437.31 39495. 46
.88 41235.05 39313.81
.91 57007.74 45131.28
.94 56139.47 39932.40
97 77770.30 47634.06

1988(P)  24233.30 174466.80 41700.10 57034.90  98737.00 1.23 1.00 57036.90 41700.10
H A i B ] c Vi D I E I F I G :
1A Regression Analysis which Compares BASOFS with Mission Funding
27 atter the GNP Deflator has been applied. FY 87 Constant Dollars.
41 FY MISSION BASOFS X-8S@ XY Y-S50
S
& | —————— e et s e -~ - e e ik e i s et e e et e k. b e ot . S e U S S o S50 s A . s o b Bt
711980 24293 31588 590149849 767367284 FP78301744
811981 29795 35933 887742028 1070623735 12791180489
211982 34471 38386 1188249841 1322169676 1471182778
1011983 42437 39495 1800898969 16760493715 1552835025
1111984 412373 IPILIT 1T700IT2BR2T 1621071535 15948511967
1211985 S7007 45131 3249798049 2572782917 203768071614
311986 S6139 JI993I2  3I1313587321 2241742548 15945644624
1411987 77770 476354 H048172900 I704496180 2264BYY7ESE
13511988 57037 41700  ZT2TIT219TeY 2TT7EA42900 L7728890000
163 TOTALS 420184 TS9082 218701435548 17354746110 14504731704
171 MEAMS 46687 393898
181 O
19 SLOFE .26 ey
201 Y- INTER 27667 o)
21!COEF CO .9 “
221 COEF DET .87 B alie
!
i
IN" : 'l"
ot
oo
FIGURE A-2 @
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funding explains 87 percent of the variation in BASOPS :g
{

funding. This means we have a very strong relationship p‘“‘
between the two variables. ‘:
The practical application of this analysis for Fort :E.SEE
lL.eavenworth should be fairl_y apparent. For one thing anvy new .:f!,:
mission Fort Leavenworth receives from TRADOC should be ) :.;-,;
accaompanied with $0.2% in BASOFS funding for every #1.00 in t_:
mission funding. If TRADOC fails to do this, then Fort \ §:f
Leavenworth should reprogram mission dollars into BASOFS at n':::«:
the rate of $0.26 on the dollar and reduce the level of h:.:::?,
mission effort to match the reduced mission funding level. ::::::',t
Likewise, if Fort Leavenworth loses mission dollars, they '(f-':
stiould expect to lase BASOFS at the rate of $0.26 for every ::::::
" J

$1.00 1in mission funding. . k
Every vyear a new data point (actual obligations) isg :.%

P

added to the regression analysis and the dollars are made ":_:_
constant 1in current vear dollars through use of the implicit _ ::
GNF price deflator. The use of this allocation model does not :::
preclude specific RBASOPS funding +or specitic projects  but :‘;
those decicsions will be reflected in the next vyear ' = data f{ 4
point which will then impact the slope of the regression line ) -_.
and the y—-intercept. As mentioned before, this is onlv cne ;h;'b';:
way to allocate BASOFS. This method is simple and the S&
results appear believable. However, the real point is BASOFS ‘:‘?
must be included in determining a mission’'s total cost. Only )é,.,
by examining a mission’'s true cost can decision—-making become ?:? )
"
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